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** We mnt pioneers of civilization to go out into our 
country districts with a divine passion in them, the desire of 
the God-implanted spirit, to makt^ the world about them into 
some likeness of thf Kingdom of Light. There iwre no 
barriers in our way except ourselws and our own supincncss^ 
The men in any rural district, united together, could make 
the land they live in as lovely to look on as the fabled gardens 
in the valley of Damascus. They could have fruit trees 
along the hedgerows, and make the counlr>^ roads beautiful 
with colour in spring. This has been .done in many a rural 
commune on the continent, and there is no reason why it 
should not be done her^^. Only let us get our men together, 
get them organised, and one improvement will rapidly follow 
another. For all great cUm ds by races, all civilizatiotts. were - 
built up 1>y the voluntary efforts of men nnited together. 
Sometimes one f<-els as if there were some higher mind in 
humanity wliich could not act through individuals, but only 
through brotherhoods and groups of men. Anyhow, the 
civilization which is based on individualism is mean, and the 
civilization bas<‘d upon great guilds, fraternities, communes 
and associations is of a higher order. It wr an* to hav'e any 
rural civilization in Ireland, it mtisi Npriug out of Co- 
operation. " 


Co-operaiioH and NationalUy, by <ieorge W. Russell 
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PREFACE 


Whatever else tlie impending Reforms in the political 
system may do for India, they at least cannot fail to arouse a 
far wider interest than at present in the problems of Govern- 
ment and to bring many new brains anvl fresli points of view to 
help in their solution. Those dejmrtxmmts in particular, of 
whicli tht ultimate control is to be wholly transferred to the 
popular representatives are bound to become tlie objects of 
sp>ecial interest In the case of the Co-operative Dep^ment 
sucli a ' hange will be \*ery welcome The problems inx^olved are 
vcr>' e< niplex and various-, the field for work i.s nnbounded. and 
<t trion ^Gu^ h ignore the sentimenis and haluts of the 

peoph* « eiieerned are worthless. Tlie more the nu»veinent is 
studied (lisc ussed. and eiitu u.vd, w jn tln r by • xpt rts t»r the 
genera! public or by practical co-ojxrators thcmstvlves. the 
more healthy will ho its ijrowth and the more secundy will its 
foundations l>e Liid. 

The present series of studies liy a group of writers, who 
have had 8[>ecial opportunities of investigating the subjects 
im which they w'rite, is a humble attempt to helj» towards 
this end. It is not easy for the public to pick out from the 
mass of published ofiicial literature relating to co-operation 
the main issues involved or to grasp the methods by wlllch 
th^ are now being dealt with. The writers have made it their 
chief aim to bring the larger problems of the co-«>perative move- 
*meftt in India at its present stage before the general public, 
avoiding statistics and technkalities, and to indicate the 
lines on which solutions are being sought. Their studies will 
hav% attained their object if they in any way assist the future 
voters and legislators of India to form sound and independent 
opinions upon such co-operative questions ascome befoK them* 
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Although the papers contawed in tills book are written 
from a common standpoint by authors who. to a large extent, 
share each other's views, each contributor accepts sole res- 
ponaibility for all opinions expressed in his paper. 

li uiy profits are realized from the sale of this book, they 
will be devoted to the foundation of some prize or scholarship 
for the encouragement of co-operative stupes in India. 



INTRODUCTION 


In the suminor of 1894. when, the liitemational 
live Alliance being in tl»o making. I was in Paris to bespt'ak. 
at a public lunclu^on. the sup|x>rt of both the agricultural and 
distributive co-0{X'rator.s of p'ranct — tljcii celebrating the 
establialimeiit of mutual ivlatit^ns h>r l>usiness as for other 
purposes — ,the organiser of that feast, my friend M, 
Kcrgall, being one of the forcm4>st leaders on tin* 
agricultural side, venturetl upon tJii> bold |>redictiojj : *' I he 
twentieth century will prove * The Century of <^>-oi)eialii>n.* 
That prophecy, so it may now be ilainu*d. has come inn*. 
In part as a result of our iutt j nationalisation of (ano|X'ration 
— for which 1 was then an active pioneei the world has now 
bi‘come all astir with Co operation. W'e set* it heaving and 
seething in all ejuart* is. from the Sainlwh Ji Islands to 
distant Java, from Kamtchatka to I ruguay. In the muntries 
in wdiich it has been long « stablisheti ( tipt iaticut boasts its 
millions of followers in tin United Kin:;dom there are about 
three miliioiis and ihr* < 4juartei;>. witli thousands of fresh 
recruits thronging in e\ ery year. .\inl tin y do a busirn s » 
totalling up to ilSO.ddO.dou or per annum. In 

more backward couritrio. in which Co operation was previously 
unknown, — in .Asia. Afrit a. North and South Ami rica and 
Australia — it is now forging its way aln ad cariymg. as usual, 
its gifts of a gilding Midas loiicJi and a well hllcd t ornm opia 
along with it. producing already ju<>mi-»ing tirst-fruits and 
fertilising erst barren suil^. The < o ojh uprising in 

Russia, vnth long neglected Siberia by its side and almost 
outstripping it* -is one of the social e* onoinic marvels oftheage. 
Nothing like it has been known ever befurc. India likewise 
has ita triumphant tale of co operative i||olonisatton to tell. 
And to my mind what has happened in India provides the most 
encouraging record of all. For the harvest raised tlicrc by 



2 


INDIAN CO-OPERATIVE STUDIES 


this hdppy “ iiMimMU ’ altogether a new thing conjured 
up out of apparently waste ground. Although in respect of 
numbers, either of societies or of members, it cannot fully 
compare with the Russian movement — which now has its 
55,000 co*o|)erative societies to boast of. nearly 17,000 of 
them being credit societies — nevertheless in purity of principle 
and selbrcltance it appears to me ahead of its neighliour. 
For Russian co-operation has a debt to the State of about 
400,000,000 roubles written up against it — besides much 
more money spent out of tl# public purse, without any hope 
of recovery. And its organisations, strait-waistcoated and 
twisted by Government regulations a good bit out of the 
shape of those on whose model tliey profess to have been 
moulded, have assumed fonns in which representatives of their 
own prototypes would fail to recognise legitimate off.spring. 
Indian Co-o[Kralion, on the other hand, has all but worked oft 
the advisedly moderate help in money wliich it received from 
Government. And. altlnmgh its methods may not in all 
re.spccts be faultless, its general spirit, so far as such has been 
ev<»ked, nevertheless appears in substance sound and pure. 

It can (K:easion no surprise that as yet, onground which is 
now only being made to yield its first crops, amid altogether 
novel conditions uruh r the guidance of minds of markedly 
tliHerent moulds— some ot them probably ambitious to 
imprcNS their «*wn personal stamp of originality on their work- - 
and in a mov<“nient which, in spite of the full justice of the 
confulent lioast that it has now unmistakably ' come to stay, ” 
nevertheless still struggles in an e.xjH-rimental stage, there 
should be attempts at short cuts, expedients designed to heigh- 
ten efticaev, in short, new starts, not all of which exjvrt 
judgment deems, or jiractical results show, to be on right lines. 
But the general course follow-ed by the .ship, trial-tripping 
here and there with sails of a new pattern, and a rudder of a 
novel sliape, the vital organs of the emerging homo, on which 
his life, well being and his future growth depend, must certainly 
be pronounced sound. 

To some impatient minds, indeed, the progress made, 
though it extort admiration from us in Europe, appears to have 
been tardy and uneven. The people who think in this 
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way, would have a new world created in one day, in the place 
of the scriptural sewn, a full-grown Athene, faultlessly pano- 
plied, springing out of the head of the Indian Zeus, from whoso, 
brain issued the legislation of 19i)4. However, in this world, 
with all its imperfections, that is expiTting too much. A buil- 
ding so jerried could not possibly stand long. There wea? 
peoph' no doubt who in an analogous cast*, more tlian a century 
ago. found fault with the Iron Dnlce, gathering his little host of 
raw reeiuits around him on the coast t>f Portugal, for not 

giving battle at once to victorious Xa[>oleon who.se gay 

liearte<l legions wen* in their l^onceit insolently challenging 
them with provocative advances up t*) tlu ii vt ry lines just as 
the great (K^liath did the unpn pand Isiatiites. However, 
Wtilingtfm knew better, and the event has fully itisiilied his 
prudeiici'. Appreciating the rawness of his young tn»ops, he 
flatly forbade' liis oflici rs to accept the I'reix h challenge. (>nc<* 
his t roops Inid bt come seasoned. h<* readily took up the gauntlet 
and so won Torres W'rlras to be fullowt d by \N\iterloo. In 
India we are n<Av. in res[ject <»f Ci* o|M*ration. in precisely the 
same pt»sitit*n. We liavi raw rts ruits to ckon with. VW arc 
• »ut not foi iK fUpying a showy ** Hiiulenburg l ine/’ < very inch 
of which uouhl ha\t' to be given up again, hut a < o o|KTatiw 
“ T«»rres Wdras ' and ' iVateihin/ \v]ii» h \>ill establish our 
\ ictiuy for ever and aye But our ti«a>ps are not yet trained U|i 
to the point of being able to venture u|M»n so ambitious an 
enterprise. And. afti t all. h»r fighting wi want inn leaders 
only, Vnit als<» troijp.s, 

(ii\en tilt prevailing cireumstancr>. there is. in iruth, no 
fault to be found witli tiie rate id progress made. Rome, up 
know, was not built in a <lay. Neiilier was tlie British < oin 
stitulit>n Won at <ine ?>troke (Ui Moun! Hairv. Likt^ W'tdiing 
ton, wi .still ha\e only unscasom cl n emits to tight wifli, whom 
our lirst object must betodrilland train up to tigliting fettle 
which is not altogellicr an easy task. If there were any cjuife 
c:onclusiv<^ proof iit eded to justify pit smi raution, such proof 
actuallyobtnides itself to view inthc hundreds of "liquidations" 
which are i\ |>orirdby Rt gisirais fieun nr;nly all quarters, and 
in the* se tback ri < t ntly recordcfl in plainWve terms in, at any 
rate, one Province - - the Province v. hi* h was the first to take up 
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cu-opvrativc practice, which took it up with unmistakable 
eagerness, and which has since 1904 unquestionably been under 
capable co-operative administration. Indians are called upon, 
as one of their provincial Governors has only recently reminded 
them, to buikl up “ for a long time." They want, accordingly, 
to be sure that there is a solid and strong foundation, well 
laid; and that the walls rising up are composed of material that 
will stand wear, and material fashioned in a workmanlike 
manner. Jerrying and tntishroora building, which runs up 
structures like a Jonah's gouijd, pleasing to the <'ye, and often 
deceptive enough to " let " or ” sell,” can be of no earthly 
use in this connection, however rapid its production may be. 
Co-operative societies are not to be “ let ” or " sold," but to 
Ih; dwelt in, and dwelt in pe-rmanently, by those' who set them 
up. Th<!y want to be erected on firm and solid ground. And 
their stones want t«» be well joined t<»gether with cement 
which will last, well seasoned again.st dangers from atmos- 
pheric causes, and strung enough to stand an occasional 
shock. 

i To a practised eye the pn>gress uiade dots not j>res('nt 
f itself as slow, nor does the coinparativvly small surface thus 
; f«lr covered apj>ear too restricted for the time that has been 
’occupied. No one sunly looks upon it otherwise tlian as 
a beginning of what is in its ultimate development to become 
a gigantic undertaking. But so far as the powers w'hich it 
has been jtossibk* to set at work go, it must be regarded as 
satisfactory’. 

The success so achii'vcd is plainly’ attributable to a few 
Well marked local causes, supplying useful guidance for future 
work. 

It is the pauper culti\ ator who most readily s< ts his hand 
to Co-op«Tation. (ierman rural co-ojvrative credit had its 
birth, not in the rich alluvial plains of mid-Germany or Pome- 
rania, but amid the famished and u.sury-oppres.sed cultivators of 
t he barren Westerwald. 1 n S{>ain and Portugal it was the need- 
iest peasants who — long, long ago — had recourse in their 
extreme poverty to that primitive form of Co-oj>t;ration 
embodied in the sockdadc familiar and the ccUeiros cemuHos 
under which they combined as the one means within their 
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power of offering their landlords more enduring and trust- 
worthy security, by the pledging of their coUectiw possessions. 
So. again, it was in Italy and among the empty-pursed moujiks 
of Russia. Now, in India, we know, there could be no question 
about the existence of urgent need. In Sir Daniel Hamilton's 
graphic phrase, there was the maliajan's throttliirg hand at 
the raiyat ‘s throat in evidence at all points. As Johnston Paslia 
has related, oppresm^d cultivators could think of no effet^tiw 
defence against the diabolical ej^tions of the maliajan, taking 
with fiendish ingenuity advantage of the dishonest expedients 
which a law not understomi by the unskilled rustics allows 
him, except by killing him. It was for want of money that the 
fruitful soil refused to yield its increase, that the poor toiling 
peasant became steadily poorer, that cottage industries, the 
natural resource of hapless dwellers in the country, languished, 
and that production every'wherefell far short of its possibilities. 

Thus, as a first ellective cause, th<‘re wasundeniable crying 
need. In the next place, there is undoubtedly a ii.itiiral l)ent 
towards (\> operation in the Imliati character. Hindoo and 
Maliomedun alike show a distinct predi.sposition for coUectiyg 
action, in such ways as they eaii tinderstan<l. The Mahomedan 
is taught by his religion h«tw to think of others of his del'd 
and to strive to benefit them. The Hindoo is givgarioiis by 
nature, as his “ castes ” and liis whilom flourislting village 
community indicate. In tlte third place — and that is the point 
nut quite justly called into •piestion by the impatient gentlemen 
referred to, conditions Iteing as they are. Government has 
proceeded on the whole on deridf dly wise lines in op<‘ning the 
field to be cultivated wide to the ojx-iating officers, that is, the 
Registrars, leaving them a free hand, and reserving to itself 
only supreme oversight and control — restraints necessary and 
decidedly used with judgment whenever- ashas hapix-ned more 
th{^n opce — excusable imjJatience lias prompted /.ealoiis Regis- 
trars to call for a hasty cutting of the Gordian knot instead 
of more laboriously untying it. 

The bare fact tliat the Indian Government resolved to put 
Co-operation, and more sjrecifically Co-ojrerative Credit, to a 
practical test, can occasion no surpris*.*. That Government 
found, as has Ireen shown, a deadly at mrjsphere charged with 
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oialaria to pur(^<-. a conditon of distress to care, which cried out 
aloud for a remedy, but for which thus far no really effective 
remedy had been discovered. Tlu'ri; had beenpuLse-feelingand 
stethoscoping again and again, and careful examination of the 
patient at various points. Plenty of thought had been be- 
stowed uiviu the problem, and money and iabourhad been freely 
expended iiiKin (liagnosis. Certainly Indian authorities, both of 
the past and of tlic present, cannot be accused of indifference 
to the great national want. And some k«‘en observers and 
careful thinkers had, though only dimly after all. divined the 
appropriate method calling for<inploymeut. Sir Henry' Storks, 
Sir ^\'illiam Wt-dderbiirn. Sir Edward Maclagan, Captain 
Crosthwaite, and others besides, had cc)uns( lled Co ojX’iation, 
or even attempted to practi.se it in an elementary sliap*-. Lord 
Macdonnell and the late Lord ^^'<•nIock had told oil capable 
Indian Civil S< rvants to explore the grouiifl elsewhere, with the 
result of a doubtfiil ex[x>rimont Ixing instituted in the I’niic'd 
f’rovinces and an ambitious scheme being proposed in Madras. 

In the nieunlime Co-operative Credit had, like other Co- 
operation. unambiguously and impn .ssively shown what it was 
worth in l''uroj'>e. Its successes had astonished the world. 
They apjx ared to indicate the advent of a new wonderworking 
jKiwer, bringing about mirach's. .Millions and hundreds of 
naillions of money had been raised, seemingly out of nothing. 
And all that money had found its way. as if naturally 
into productive and profitable employment of public utility. 
Millions of j^nior people had been Ircnefited. Trade and 
industry had develoixd to a truly wonderful degree- to some 
i'Xteiit to our co-st, in the United Kingdom. 1-or during the 
last ijuinquennium of tlic past century, if not longer, it was 
avowedly British money which— accepting German co-oi>era- 
tive seiurity. against which it had no similar security to pit 
in its own country- went to swcllthe stream of gold witly whifh 
German industry and commerce had l>ecn eflccti\-cly irrigated 
and fertilised. Agriculture had under such stimulus gn>wn 
up ai>acc. In Geriiuuiy, in France, in Belgium and i^olland 
it had been revolutionised. In Italy results, even more 
dire^y appealing to Indian sentiment, had been called forth 
among the erst starting rural and cultivating population. 
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Conditions in Germany, unqiu'Stionabiy the pa'mier country 
in respect of Co-operative Credit, are too dissimilar from those 
pre\’ai)ing in India to call forth a ready echo in Indian minds 
to the almost marvellous results produced there. There rural 
life had been completely changed — very much for the better. 
And .Agriculture, which — within my memory as an ocular 
witness of the process — from a distance of miles behind our 
British, had. with the help of co-operative nroney. bounded 
forward on British lines, carried further to such a jjoint, that 
at the beginning of the war — as has been officially testified 
by so comiH'tent an authority as Sir T. H. Middleton, of the 
English Board of .Agriculture and Fisheries — it nourished more 
|>eople and i>roduced more food, in tin- slnapi- of grain, herbs 
and roots jx-r acre, than did British. I temh Agriculture 
likewise had become revolutionised, and, in the words of I.,ord 
Reay, a late Governor of Bombay — words pronouiu^ed from 
the chair of a Departmental Committee on Rural Education- , 
Co-operation hacl. in the matter of education of the cultiva- 
ting elasiu-s ~ as great a want to-day in 1 ndia as some time back 
it was in l-‘rance— under the guidance of .Agricultural Syndi- 
cates “ worked veritable wonders." In Italy, a country sadly 
Iteljing, by its extremely backward .Agriculture and rural 
destitution, its parentage of the famous " (ieorgics " and the 
instructive writings of Cato and Colunrella, tlu-re Is not a little 
W'liich brings it to something like a par with India, and 
accorcUitgly makes its example instructive and worth heeding. 
Cultivation was very poor -not owing to any defects in the 
climate or the soil. For the well tilled fiilds of Tuscany and 
the Milanese plain produce richly--MiIane.se meadows up to 
nine cuts of grass in the year, w-liich lieats Sir G. Watts’ '* live 
crops " in Inflia. It was money that was wanting — money 
and intelligence. And the usurer’s hand was at the throat of 
the Italian contadino, as it still is at that of the Indian raiyat, 
-^noConly the well-to-do usurer's, who thrive.-, uiwn his cent- 
per-cent ; but, just as in India, the small usurer’s, who lias 
risen irtm the raiyat 's own ranks, having made a littk money 
and npw fattening upon that diminutive hoard at tlic cost of 
hi.s erstwhile brother, whom In- meri ih-ssly fleeces. Such.i m.-in, 
having saved op 1,500 or 2,000 rupees, could manage to live 
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comfortably upon the extortionate interest which he drew on 
that comparatively paltry capital. And in Italy, too— in some 
respects a model co-operative country, because its Co-opera- 
tion is heartily united, all various forms working loyally and 
manfully together in cordial union, not splitting up among 
themselves and opposing one another, as in Great Britain. Dis- 
tribution, spoilt by success, oppos(;s production, and turns 
its back upon Agriculture— Co-operation, with a sure and 
original flair. disi|^ered and revealed that sovereign means of 
manufacturing agricultural independence and rural well- 
Ix'ing out of abject poverty, liiose " collective holdings" 
which we are now endcavouringto acclimatize m Great Britain, 
which have math; the wage-earner a self-t‘mployer, working 
for himself, and so reaping the full reward for Ids toil— at the 
same time contributing magnificently to the common good 
by bringing erst hopelessly unproductive waste under profitable 
cultivation — are of Italian origin. It was a weary up-hill 
struggle at first, building up this new structure for a rise to 
indept'ndcnce and compiirativc wealth almo.st literally out of 
nothing. I have s<en the earlest beginnings and watched 
the poor cultivators toiling and pincldng, laying by anna by 
anna, but always full of unwearying courage and resolution. 
Our British distributive co-op<'rat ors are after "dividend." 
For the Italian conladino joiiung his afliltanxa there could at 
first, and for a goodly time. In; no thought of "dividend." 
WTiatever there was over was scrupulously saved up for 
common capital. And in this way, by improbus labor, by 
steady s»'l{-denial and by hearty sinking of in^vidual interests 
in thos<^ of the community, the movement has grown up to its 
present importance when hundreds of thousands of acres are 
already in what may Ih; called " raiyats ’ ” Iiands, occupation 
and fruition, with a dependable prospect of much further 
progress. Nevi-r befon* has such success of rural emancipation 
i)een adiieved. The effect, aboveall things, inwliilom poverty- 
stiickcn Sicily, is most striking. And cultivators have learnt 
the value of con.solidating area.s, which Itasby their combination 
btreome an easier matter. Not unnaturally have other «coun- 
tries, in like cas«', been brought to learn in the Italian school. 
In the South of Europe tin- movement has spread more 
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particutariy into Serbia and Roumania, bringing the culth'ators 
of those countries, blessed with favourable climates and fertile 
soils, but distress'd with backward husbandry, tlie twofold 
gain of easier circumstaneos and enianeipation from the 
oppressive rule of what to them were alien and hostile land- 
lords. The Ixnefits resulting from Co-ojxration among 
cultivators in Serbia, the country, once consecrated to the pro- 
duction of nothing but indifferent pigs, bretl by a ix'asantry 
tlevoted to the consumption of s/n'cvtil^nd indulgence in 
gambling, arc most marked, rptothe beginning of the war 
Agriculture was there taking a new base ol life, on mor»- 
advanced lines, and the sot and gambler of earli« r d.iy.s had 
renounced his exeessivt: indulgence in alcohol and lorsworn 
■' the Devil s Bible. ' 

I will not lun* sp«al; of the remarkable henetits which 
(o-ofjcrat ion has brought to Agriculture in Denmark, which 
was the pionee r ot all countries in respect of Agricultural Co- 
ojX'ration. in the Netherlands or in Siwitzt rlantl.lx eau.s^' inihos«> 
countries Co-oixraiive Credit, which in India was, ami still 
remains, the premier want, played at the otits<'l at any rate • 
an only very subordinate part. 

In India those Ixnelits are still to come, once the road 
has been properly prej>ared by Credit, just as they have, by 
the same road, come to Germany, to .\ustria and to I-ranee, 
as a second - and main crop after dm- “preparation" by 
means of fenilising Credit. But < ven without them ro-c)[xra- 
tion, an<l sp< cifically Co-operative Credit, had a brilliant record 
to boast o| in Eurojx- at the time when the Indian Government 
s<t its hand to the plough of co-operative evolution. And 
that record has hem maintained since. Th<- suppos«'d trial of 
the war has provetl, not a hindranci', but a furthering stimulus. 
All through the war Co-oix:ration has inaint;uned its pride of 
place. Even in mart \Tod Belgium it has grown. Its deposits 
•havT be come large-i. It has helped the population generally, 
common human fellow-feeling overrmastering previoiisdiffercnc«?9 
as markedly estninging eJas-ses as can be Indian caste feeling 
and^rt ligiousse^jxiration. In the new Cswedio-Slovack Republic, 
in spite of continued struggles with the; old mastcr-peiwer and 
the pinch of “ blockade *' famine, there has been a notable 
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iooreaae. And in Russia, distressed, divided, hopelessly 
tnrbed, but emancipated Russia, Co-operation has a tale of 
veritable triumph to tell. Zcalouslysupported by the people who 
detected in it tlutir coming social and economic saviour, it has 
braved and defied the ruthless nil<‘ of the Sonets, who, 
respecting nothing elia-. have deferentially bowed to it, and left 
it all its treasures, wluch have grown, even during the trying 
time of war, as if conjured up by powerful ro:igic, so that Co- 
operative Credit hasbecome one of the foremost financial powers 
in the wltilom Empire. And not only «». For, not without good 
grounds has a leading Russian statesman, now in England, 
declared that the only hope of reuniting Russia and restoring 
order in it lies in Co-opt ration. 

Now, here w<re precedents, and lure was an example, 
tempting to imitation in a country situated as is India. The 
Government did not he.sitate, but set its hand boldly to the 
work. 

And there can be no doubt that in making up its mind to 
the introduction of ('o-operation. above all things of Co- 
ojterative Credit, the Indian rit)vernment has pursued a wise 
course. And, in my opini«ui, it went wisely to work also in the 
execution of its plan. For it had, as observed, entirely untried 
material to handle and untrodden ground upon which to 
operate. An immense field lay lu-fori' it , full of wants but wholly 
unexplored, and marked among itscompoiumt parts by .startling 
differences — a sea there xvas to navigate without chart of any 
Mirt .showing the reefs and rocks and sliallows, or the dangerous 
currents, wiiich its surface was known to conceal. Moreover, 
there had been no pioni'oring to speak of. Sir E. Maclagan’s 
and Captain Cro.sthwaite’s c.\|)criments in the Ihinjab could not 
count. Mr. Duix'rnox's attempt to acclimatise Co-operative 
Cn-diton Mentone lines in the I^nda di.strict had proved rather 
an exempium utile of " how not to do it." Nobc^y could tell 
to what e.\tent the Indian population would !' tumble to " • 
the new idea, whether it would undtTstand it and how it would 
lend itself to its execution. There was poverty to reckon with, 
illiteracy, ignorance, and tlte mahajan, endowed with •the 
power with wliich his own canning and Europ'anised law had 
invested him. It was like Robinson Crusoe landing on an 
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unknown shore, with the task of devising means how to live 
si't to him. The ground must first be exjdored. 

What had been done in Europe in truth supplied but a 
very uncertain cue to the way in which tlie matter would have 
to be taken up in India. For genesis and development of the 
movement stand in India in marked contrast with what had 
liappened in Eurojx'. Tln re was not in India that spontaneous 
springing up of imixiling power wliic h has in Europe created 
t‘o-op(Tation in its various forms by its own efforts, the task 
of Government being tlore confined nii rt ly to bringing the 
powers given into eoiKonance witli the accepted prineii'le.s 
of genera! administration. Tlu* aped which in Europ<‘ lay 
concealed in the native soil, and neede d only sunsliine and 
moi.sture to make it sprout, lud in India to be imported and 
planted by a cultivator's hand. We could not, of course, 
compare Indian co-oixrat ion -which is thus far mainly of 
Credit—witli ( o-opt ratitin in the United Kingdom, which is 
mainly distributive, Hut on corresponding ground there had 
in Kuro|x- bi * ii a S< bul/.e, u Luzzatti, a Kaiffeisen, a d'.'\n- 
drimont to launch tlie inovenM-nt - launc hit on well-consiiJered 
lines, but Iiu< s of absolute fn edom, enduringly under the same 
lead, with a shool of Itki minded tlisciples trained up by thos«' 
leaders, eager to work and thu.s to servi- as missionaries, iii- 
spirers ancl pnictica! guiiles. 

There is nothing of the same sort in India, 'lliere have 
been jxople for decades back wishing for the advent of 
Co o|X'ratJon, pu/./.ling their iu.’ads as to how it might lx* created. 
Hut the Co-oiH-ration eventually introduced was distinctly a' 
Government uu asurt', neces.sarily the product of Government 
action, issuing from headquarters, with the. Government stamp 
plainly impressed upon it--so plainly, in fact, that often enougli, 
quite naturally, haVe its character and its objects corac to be 
altogether misunder.stood by those for whase irenefit it was 
* introduced, and wlio have seen in it only a new form of the 
familiar lakairi, coming from the Government’s pocket, and 
recoverable by Government pressure. Now a Govenimcnt 
can* make laws ; but it cannot inspire spontaneous action or 
organise a system dependent upon such, in which the motive 
power needs must be a sense of indisddual and moral, as w»-ll as 
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material, responsibility. It could not in India st*t up as teacher 
of any distinct system of co>opc’ration. It was not a Schulze, 
or a Luzzatti or a liaifleisen, imbued il-ith inherent con\iction 
of the value of any distinct method. It had not even any 
authority at its side to give more than very guarded advice. 
To a considerable extent accordingly progress must be by 
groping. The colour with which the chart of progress was to 
be painted must 1>; ii lu-utral tint. No “ positive precepts *’ 
could 1 m' pnK:laimed. 01>viou.s dangers must lu* efiectively 
guarded against. But otherwise development must bt^ left to 
th«- actual explon rs. 

Tile first A t passe d was an experiment. At the risk of 
appearing censorious, when I met the drafter of that Act at 
his College in O.sfortl, 1 ventured to remark that the work 
that he was sieiningly distinctly jiroud of was not well done. 
As I have explaiiu d « Is( where. Sir Charles Ih rnard had mis- 
interpreted advice whi< h I had ventured to give him and cut 
down the canvas to he covered to too small dimensions, limiting 
application to t redit only. But tliere were othet defects, wdiich 
the second Act, that of 1912, has to a comsidcrable extent 
rectified. Tliose Acts laydown general principles which were in 
truth all that could at that stage be propounded with any 
degree of confidence. That the principles to be adopted were 
well understood and appn ciated at headquarters, not only Lord 
* Cur/on's instructive observations offen d on the introduction 
of the first Act, hut above all things the masterly speech in 
which llw^ lat«; Sir Denzil Ihln-tson explained the object pursued, 
unmistakably prove. Further utterances by Sir E. Maclagan, 
Sir Jam»‘s Meston and others concerned carry the proof further 
and show bt^yond all doubt that at lieadquarters, not only 
tlie complaint to be dealt with had bt'en correctly diagnosed, 
but also that there was a very strongly marked idea as to the 
proper treatment to bt* applied. It was understood that the 
Co-operation to be practic'd must be a power standing by Its 
own strt'Dgth, not a lean-to resting against a Government- 
supported wall; that it must be set up by the spontaneous 
action of those whom it was to slielter. whom it was right* to 
iiisirnct on the points of how to do it, but to whose independent 
hands the " doing " itself must be left ; that there must bt^ 
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management by tlto^ people themselves ; that c\*er)' legitimate 
want must be supplied, but supplied undiT conditions wltieji 
breed businesdike action and self-reliance ; that there must 
be strictness in the obs«.rvance of the condition laid down, 
gradual but steady accuraukition ol money, and not only 
economically educative action. 

As to the principles, then, minds were jvrfectly dear. 
However, what was to bt; the sha|>' of their application ? To 
that question only intelligent exi'HTiment was in a position to 
give a clear answer. There was therefore nothing for it to do 
but to op<-n the lists to, so to call it. enmlati\e action, giv'ing 
to the Registrars working in their several Provinces eachsncli 
Province with its own distinct characteristics, capacities and 
opportunities, biing often mongli sttbdivided into smaller, 
equally heterogeiucnis under-districts, with customs, luibits 
and idiosyncracies all of th* ir own- -freedom to try practically 
whatever would answir best within certain precautionary 
limits. 

It cannot be said that tjie Registrars have e.vrreisetl the 
freedom allowed to them otherwise than jiidieiotisiy, and Jiave 
not acquittt d themselves well of tit<‘ tusk witJj wJiich they Wefe 
i hargcd according to the ojijKirtunitii s cqHH to them. Not 
only ha\e they shown nnmistakalde interest and zeal, and 
conscientious aj)|)h('ation, but they li-ave also discovered powv'ts 
of creative resource vvhich stand greatly to tlieii credit, t o 
ojieration has in its spreading n veahd a marked aptitude 
inlrerent in it for a mnltiplkity of uses. Ahnost eveiy ye.ir 
brings some m w practicable form to hgJtt. In resp«‘( t of 
Agriculture. Registrars have been iml a little assisted, as must 
be most thankfully recognised, by agricultural authorities, who 
liave not been slow to delect in the new etononii' foieea ready, 
UM'fnl helper for their own work. Hut we havi- Iftng since got 
bc-yond the original narrow sphereofraiyut agr it ultiinand raiyat 
. needs generally. .And unquestionably m-wusi • will -,t ill be found 
practicable as time gors on. To cite only fw<i instaiues of 
< roditably rescturrefitl action — co-operative hind settlement 
in Qumia, in s< v*. ra! forms ; and ;i/ lual ]M;piilarisaiion of live 
stock insurance, long waited for as it "as, wilh the safeguard 
of rc-insuranct at tlie IJad. of it, in the same favoured Province 
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arc distinct triumphs of Registrars’ aptitude. However, there 
is ]denty more. Early in the day have Registrars come to 
understand the indispensableness of grouping societies for the 
production of greater power — power which from the centre 
created may be redistributed, as occasion requires, among the 
contributing parts. Early in the day also have they solved 
the rather im]>ortant problem of tapping the banking market, 
which problem has so son-ly puzzled oiir agricultural authorities 
in England. .\nd generally, it may be said, they have given 
proof of remarkable command of resource. 

However, their physical powers are necessarily limited. 
Their numlx-r is small and their staffs are projKrrtionatcly 
restricted. In |>oiiit of nnmlx rs the persowne/ « mployed could 
not compare with what would lx- considered imperatively 
necessary in Euroi«‘. .And. to add to the difficulties to be 
contended with, there is a heap of raw material, imposing by its 
magnitude, and consisting, let me say, of inherently excellent 
stone for the purpo.se inti-ndid. Imt raw and hard to handle, 
which will require a great deal of .squaring and chiselling to 
make it apt for its use. It is at this jaiint that the shoe appears 
mainly to pinch. Registrars are at present overburdened, in a 
Report (piite recently come into my hands the Registrar of an 
important Province, with agood co-operati\e record, complains 
bitterly that, what with auditing and insjxcting, and other 
routine work, he has scarcely any time left for propaganda 
or i nstr uction. 

Now this, of course, may be remedied, and no doubt even- 
tually will. Even so, however, it will not get rid of the Si'rious 
drawback now attaching to the administration of co-operation, 
that the operating ptr&onncl is continually changing, new 
Pharaohs rising up " which know not, the ‘preceding’ Joseph.” 
so that there can be none of that continuity which is as neces- 
sary in the promotion of a movement of this stirt as is a w'el! 
designed plan of navigation to a ship bound on its course. .And, 
the serious difficulty of a still unplastic, refractory material, 
which now is the great obstacle, is sure to survive even such 
well meant action as may be in store for the country. ^This 
is the Rhodus at whicli the decisive jump has to be made which 
will determine the course of future progress. 
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Now, at this point, the (tovernnieiit is practically powcrl^, 
and Registrars likomse have not much scope lor effective 
action. Education, such as Government may prescribe, will 
help to some extent. But that will be only slowly and vdthin 
measured limits. It cannot iK>s.sihly go far enough. For educa- 
tion such as is required to send Co-oiH'ration spinning along, as 
Sir Daniel Hamilton and other good jH-ople having the wellaare 
of India at heart, would wish, something more is wanted than 
Pathshala and Guru learning. The French say that it is doing 
blacksmith's work whicli makes a good blacksmith. Similarly 
it is active co oj>cr;nive work which makes a good co-operator. 
The proper \ray to further Co-ojHTation is to create (XhoperatofS- 
Now, that is not altogether an easy thing, even in England, — 
which country in other resjvcts stands as a model for co-oj)era- 
tive action. It was the late ti. J. Holyoake’s standing coni- 
pkiint that among the thousands and tens of thousands of 
" members ’ anntially joining eo-ofH'rative so<’icties there 
Were only vetT few '' co operators.” The sliilliiig came in; 
but the ” spirit " remained <mtside. In India, of course, 
among the unlettered country folk Hocking in, the <h’spro{H>rtion 
between ' niembcrs” and "eo Ojvrators” is likely to htr vastly 
greater still. 

- N<»\v lu n- is an op|H)rtnnity for a new force to come in to 
swell our army of conquest, as war recruiting sto successfully 
swelled our lighting army for the great world's war. vVe have 
no Schulze or l.nzzatti or Raitteisen. But we have in India 
many thousands of |Hrsons, who, we may Iw sure, wish the 
i unntry. and mine especially its |M>orer {ropulation now battling 
with debt and insulheient employment, well, wlio might take 
lip this task. Their doing si> ajifK-ars to me the only way of at 
all rapidly filling the void so painfully felt, and getting us over 
the rough ground of what, after all, is still only preparation for 
far more substantial work, bor, once we have co-ojwrators in 
suHicient number, there is no occasion to fear that Co-operation * 
will not Well shift for itself. It is the leaven that Is wanted. 

It is volunteer work that we staml in need of almost more than 
anything else. .\nd volunteer work, so I am satished, would 
prove equal to solving the problem before us. There is such 
work, no doubt, already, and its results appear to be satis- 
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factory — in some eases erainentty so. But there is not anything 
like the quantity which is really required. Volunteer work 
r. can supply the co-operative education needed, so planing and 
squaring the recalcitrant rock which is to be hewn into usable 
blocks. Volunteer work can endow the movement with the 
continuity now necessarily lacking. Volunteer workers do not 
change as Registrars as a matter of course do. Volunteer 
work can penetrate into nooks and corners and remote recesses, 
and enter into those minutiae, the minima, of the Latin proverb, 
that the pnetor cannot dive into. For volunteer work pre- 
supjM)ses rc.sidencp, not in the Province only, but on, w near, 
the very spot on whi« h it is to act- -residence enduring some 
time. And volunteer workers can speak to the heart of people, 
convince them by continued argument, make them feel what 
is to their own interest and what is their duty, moral as well as 
legal, and by dogret'S evoke that co-operative spirit which is 
" the salt "-- in the scriptural sense — of the entire movement. 
’Government ofheiuls cannot sjnak to the heart. They can 
say: “Thou shaft. “ but they cannot infuse a real conviction — 
jtist as rniversity profe.ssors can enunciate scientific facts 
which it requires an elementary tem her to drive home. New 
pupils want to be “ taken in hand." It is the “ drop, drop,’’ 
which is retptired to hollow <»ut the stone. If volunteers will 
come forward in .sufficient number to do the work, that work 
will be done in less than half the time that will otherwise be 
required ft»r doing it ; and it may be counted upon to be 
effectively done-better than by those " 100,000 organisers aud 
10.000 instnictors " that we have heard talked of. Such 
volunteers as.suredly may be Euroi)eans. But if they are 
officials they will d<j well to cast their official skin for the time 
that they are at work. For the less ’ officialism ’’ there is 
in the movement the better will be its promise of success. 
However, one would wish, above all things, to see Indians of 
the cultivated and aiset'n classes rendering such service to their 
humbler fellows. Their adtrice and counsel surely will have 
more of a familiar sound to those to w’hom it is addressed and 
go more thoroughly home. It will go to the heart. An<h is it 
not to Utese men's interest that national prosperity and 
national happiness should be raised, indebtedness reduced, a 
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new stimulus impartcil li> A^^rirultun' and Industiy ? Wlun 
the benefits ^esuItin^^ from the movunent first came to be 
understood, wc ha^’e seen Indian ladies come forward with 
part of their treasure in order to deposit it. advisedly, in co- 
operative banks, thereby to assist tluii laerinates and neij^h- 
bours. Is not that an evampio inciting to imitation ? But 
here is a more valual?U* se rvice to l>e it iuUut'd than by tlie mere 
contribution of funds. For the essi nce of Co-operation ol tht» 
kind thus far applit d in liuUa is. that labour and care, vigilance, 
observation, mutual eln t'king. should supply tJie part elsewhere 
play< d by that capital which is in tliis case not available, 

I’ndiMibtedly volunteer work involvrs sacrilict* Sturifire 
of time and of la1>oin , such as not evtuyonc is in a position to 
give. It uill br fm thosr to whom this apjH al is addressed to 
consider wjietlu i or n«»t tiny can take upon tlu niselves the bur 
den which they an* ask^ d ti» iUrry. treading in tht'ir own country 
in the footstt*psof men like 1\ 1>. Maurii*t\ Kingshy, Wmsittart 
Neale, 'font liughes or I.iidlovv in ffieat Jhitaiu. to whose 
nn inory tlie toiling « lass*-s f>f Great Britain still pay willing 
homage, and who have In- tlieir labours raised tip that magni* 
ficent social and e( onoinic edifice’ already spoken of. which one 
of the leaders of the ‘Ann iican ronimission” recently sent 
across the Atlantic to study Kuropt an eo-operative institutions 
described as “the thing roming nearest a miracle that ho had 
st-en.” Does not sudi a result fin* men of tJie higlier classes 
in India with a <lesire to aei omplisJi sonieUiing of the same 
kind ? 

v"' \Miat seems mainly wanted to bring about such a con- 
summation as is looked for is tin* awakening of a desire to 
benefit the iX)j)ulation by arousing a personal interest in the 
movement among the general public. There cannot. I should 
say, Ik* many well meaning people wlu), one** they sec plainly 
what Co-ofr^Tation is elfrcting for thi ir humbler neighbours, 
•would not wish to add their stone to tin* fairric gradually being 
raised, tlie m» morial cairn whidi is to c omrruunorati* the good 
work done, ihe r»-i>orts which I receive* from R(*gistrars 
appear to me sufficiently encouraging. However, the number 
of their readers is probably limit»*d. The conferences now 
arranged in happily Increasing numbers, carried into separate 
2 
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provinces, and beyond t]iat into separate districts within those 
Provinces, provide admirable means for making the good work 
done known and enlisting interest and sympathy. Suppoung 
that the echo which they evoke outside the charmed circle 
of those who attend them is still only feeble, there is neverthe- 
less probably some such. And. apart from that, those 
conferences open a held for volunteer work likely to tell upon 
co-operative minds. Opinions are there given expression to. 
pleas are put forward. There is nothing to stimulate interest 
like discussion, which pays the hearer the compliment of asldng 
him to be judge among parties who severally plead their pros 
and their cons. No doubt there is not a little directly profitless 
talk indulged in at those conferences. However, even that 
talk is not wholly thrown aw'ay. It develops thought. And 
thought, which ripens to knowledge, and often ends in action, 
is just what we most stand in need of. One might wish to 
see such exchanges of opinion and delivery of lectures carried 
further locally into detail, as no doubt they will be, once 
conditions arc ripe forsucha thing—confercnces more narrowly 
localised within smaller areas, where discussion is apt to 
assume a more familiar and easier tone, and there will be no 
fear of harking back to elementary questions for the benefit 
bf the backward, which in a growing constituency retain their 
enduring value and interest. There is in practical matters 
no learning like that in which learners themselves are 
stimulated to take an active part. 

Beyond the conferences there is the printing press. 

Co-operation is already well represented in the press of 
India by two quarterly journals, which do credit to their editors 
and contributors, and by sections of other papers given up to 
the discussion of co-operative subjects. Bookshelves are 
likewise not left without their co-operative burden — all which 
affords proof of interest being already aroused among the 
reading public. However, that interest wants to be fdrthet 
stimulated and its area requires to be extended. It is for 
such reasons that one may welcome such publications as the 
present, to which I have had the compUraent paid ^ of 
being asked to contribute an Introduction — a piibfication, the 
writers in which are all of them men of exp^'^ienco and authority. 
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knowing their subjects. At the time of writing 1 have no 
idea what the several essaj^ contain. But the main point 
is. that they proceed from individual thought, coming from 
competent men. The judgment on the pleas advanced rests 
with others. 

Decidedly useful steps towards the end that I am now 
{deading for have furthermore been taken in the Bombay 
Presidency by the organisation of a Co-operative Institute, 
and in Bengal by the formation of an Organising Committee, to 
enlist the services of volunteer workers for the several districts. 
One would wish to see such examples followed elsewhere, and 
carried geographically into further detail. For, if " Russia is 
large and the Czar far away.” so is the Indian Province with 
its one Registrar ; and action w*ants to be as much localised as 
possible. 

Apart from that, one may hopt' that letterpress appeals to 
the public will do their desired work, diffusing knowledge of 
the movement and its effects, and through knowledge kindling 
interest, which in its turn may be counted upon to generate 
sympathy, and result in the end in the active work which pro- 
mises m<iri’ than .anything else to plane away difficulties. 


Henry W. Wolff. 
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THE PROBLEM OF RURAL ORGANISA- 
TION IN INDIA. 

To explain within the compass of a tew parties what the 
problems oi rural life in India are. what < <»-f>peration is, and how 
it can help ti> st»lve them, is a task so diHitMili as to d*‘ly accom- 
plishmeiit. What follows is a sketch -and a sketch only— 
of the conditi<»us of Indian i>e.is;ini life and of the nuasuit's 
which can and will relieve them, and is desi/^ru d as tii\ rntio- 
duciitm to the remaining essays in this l)t>ok. 

We an* <#lten told that India is a sub-eoniiiu-nt inhal>itetl 
by a numbf r of distinet peoph-v ea< b with its own laiif^iiaKe, 
it% tiwn land tennn •<, its own en>t»»ms, its own cJimati^ and 
it'' own ])eenliar problems, l or the pn‘sent we are eonc<‘rned 
not with these (litferen< t ", wln« li do exist ami prt < hide 
a panarea for all India. Iiui with tie- bioad similarities whieli 
make the main prol>Jems tbroi^Jeeit f n<ha ♦•sst nlially the same. 
I'or although eui h part oj India .iiul Burma differs in many 
respeets from tlie otle r, there are many points oj rt seinblanee 
running tlirongli all or nianv of them. I'or instance, a verv large 
pfojHirtion of the ih ople are Mimlus, and imist of tin- rost. uni- 
side Burma, are Mohammedan". Jii some places mailv.ill are 
Hindus, in others nearly all Moliainmnlans. in others there is 
every projKirtion <4 mixtiii** upto half and hall. On the wliole 
the Hindus. wfio number 218 millionv» out f»f pic ponderate, 
but tliere are no fewer than 87 million Mohammedans. So the 
religion and ixrs/mal laws of the Hin<liis and Mahommedan^ 
have liad in India proper a great and more oi h*ss uniform 
influence on tlie d* veIopim*nt of the i^ople. .Among the 
Hindus partirnlarly, since Hinduism, as has been often said, is 
more of a social system than a creed, the effect of religion 
has been very great on their economic condition. In 
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particular the laws oi hcrciLty lead in butb cases to the 
minute sub^vision of their holdings. Again, owing to the 
great differences in fertility due to level and variations in the 
soil, this 8ol>4ivision is carried out, not by the aUocation 
of separate blocks of land in different parts of the villages, 
but by the constant dissection of each block, so that the 
holding of each cultivator is not a compact farm which he can 
enclose and 'int>tect, but a number of plots scattered here and 
there, often too small to plough effectively and generally 
difficult, if not impossible, to guard at harvest time. 

The climate though presenting marked contrasts, has one 
common feature — the prevalence of great heat during at least 
some portion of the year — and this heat has had a great effect 
on the character and habits of the people. Whereitis tempered 
by frequent rain, the dampness of the atmosphere tends 
equally to enervate them, and on the whole the nearer one ai>- 
proaches the North-West, where the sun is fiercest and the rain- 
fall the least, the more manly and energetic one finds tlic peas- 
antry. In the Punjab the cultivator is nerved to a struggle 
against recurring droughts by the piercing cold of the winter 
months and is thriftier than his less fortunate brethren of the 
South and East. But over the bulk of India, high temperatures 
coupled with the tropical luxuriance of the crops have re-acted 
unfavourably on the energy and prudence of the people. 
Unless it rains too little or too much— and who can foresee or 
guard against cither contingency ?- - you have but to scratch 
the soil to gain a competency. Why then exert yourself unduly 
when you need not do more to keep warm, as in a temperate 
clime, and when indeed it is often torture to face the -burning 
sun and hot wind ? The inevitable tendency is towards fatalism 
and inaction. Little does the dweller among the snows and 
winds of the north realize how much his boasted civiliza^on 
owes to the fact that his fathers had to bestir themselves or die. 

Add history to climate and religion, and the Indian is ex- 
plained. From time to time and over long periods, India has 
been exposed to invasion, misrule, and brigandage, and inse- 
curity has taught the peasant the futility of all but secret ac- 
cumulation. The lesson so learnt will take more th'in a century 
or s<i of peace to eradicate. 
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These influences exert the greater sway over the masses, 
because of their illiteracy. Throughout India proper oifly 10 per 
cent, of the men can read and write, while the women are almost 
wholly illiterate. Most of those who can read and w'rite li\'e 
in the towns or are to be found among the higher castes, who do 
not cultivate themselves, .\mong the actual tillers of the soil, 
the man who can read and write is still uncommon. In the old 
days, when communications were bad. registration of documents 
unknown, and civil justice undeveloped, this mattered little to 
lum. International commerce was in its infancy, and in India 
itself bad communications made even internal trade diflicult, 
if not impossible. Crops were consumed where they were 
grown, clothes worn where they were woven. Interchange or 
commodities was an exchange of luxuries of small bulk and 
able to bear expensive carriage. In lae.t, the trader and 
money lender were little better organised than the raiyat, while 
yGovernment was haphazard and uncertain. 
f The growth of civilization, and especially the invention 
of the stcanr engine and telegraph, ha.s changed the face of the 
world. Organization is now the watchword of the day. 
Government is organized, and organized, as for subjects who 
arc educated, organized and alive to their own interests. 
Commerce and industry’ are organized, too. and very much 
alive to their own interests. So is the professional man and, 
to a less extent, the landlord. The mo\-ement of crops, the 
manufacture of articles of household use, the laws that 
prescribe the relation of roan to man are all part of a great 
machinery' managed and directed from the towns, and as a rule 
primarily in their own interests. Everything gives way before 
efficiency and progress. Amid all this change the cultivator 
has alone stood still or made but a step or two forward. Still 
illiterate, unorganized, and ignorant of the world around him, 
he forms the easy prey of the forces arrawd against him. 
.The growth of law and order has led to a competition 
for land instead of for tenants, while the institutions of 
civil Government tend to act as an engine to deprive 
the cultivator of his holding and the profits of cultivation. 
The verbal contracts of the past and the easy relations with 
a hardly more literate mom y-lendf'r ha\’(* given wtiv to a format 
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thdiigii tfjie -sided account-keeping, which tends to reduce the 
more ignorant party to slavery or indigence. 

A picture of India sketched on broad lines shows great 
stretches of cultivated land, interspersed with jungle and waste. 
Here and there- “but mostly on the sea border — are a few 
centres of industry. Calcutta. Bombay, Madras, Rangoon, 
Karachi, ,'Mimedabad. Cawnpore, Jamshedpurand the coalfields 
almost completethetale of them. Intherestofindiaagriculture 
and trade are practically the only occupations. The towns owe 
their <;.\istence to the Government offices and the law courts, 
or to their geographical position, which makes them centres 
for the collection of crops and the distribution of imported 
goods ; and their inhabitants consist of Government officials, 
lawy(‘rs, landlords, and traders. In the surrounding villages 
live the massif engaged in the cultivation of their fields. Their 
imydeineiits and their methods are much what their remote 
ancest(*rs emjiJoyed. Their capital is their own. such as it is. 
eked out by recourse to the village money-lender fi>r advances 
in money and in kind. A.s their numbets increase and the limits 
of economic holdiaig is ai>proached, their livelihood becomes 
more and more difficult. .\ bad seastmoi two or the e.vtravagant 
outlay occasioned by a U w iii.ii riages or deaths places them per- 
manently in the hands o( t he or sahukar. Once invol- 

ved they Seldom recover. Whatever the rati' of interest may 
nominally be, and it \aii( • liinii 7 pi i nnt. or S ptr rent, 
to the region of Idi.' jn r tent., tlie result is much tlie same, 
b<‘causethe lender keeps the aei oniit and tile borreuver cannot 
check it. The crops piodueed go in i>art payment of the debt, 
enough being Icit, as a rule, in an averagi year to cany the owner 
through to ne.xt season. Sootier or later a nr 'rtgage is e.\ccutcd, 
which leatls in a (cw years to tlie sale of the holding. 
The peasant disappears as a proprietor but remains to culti- 
vate for his master on terms littlu better than serfdom. 

This picture presents the dark side of Indian yx'asant life. , 
In many places the pressure on tlie land is not yet great, 
or else the fertility of the soil or favourable revenue laws make 
conditions of life so easy that an occasion il bumper season puts 
the raiyat on his feet again. In fact, w herever the State has 
made settlements direct with the cuUi'ator, as in most of 
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Madras, Bombay, and the Punjab, or where there is land to be 
redaimed for the asking, as in Burma, the prosperity of the 
peasant is astounding. But no one acquainted with Indian rural 
life will fail to rectignise the general tnith of this account of it. 
The causes are those broadly depicted, and the only real remedies 
are two, education t.nd organization. Other factors may help. 
Improved methods of agriculture will counteract the effects 
of pressure on the soil. TTie growth *)f industry will provide an 
outlet for surplus population, while both will make the people 
less dei)endent on the vagaries of the seasons. Political changes 
directed from the towns vr by landlord interests are more 
likely to depress than uplift the cultivator. The permanent 
cure for his present state is the knowledge of, and a desire lor. 
a better life, combined with the ability to win it from opposing 
interests. He must not only know what he wants, but h<‘ must 
have the intelligence to meet the town dweller with this own 
methods :md so retain the fruits of his own industry. Without 
this no vote, no »ia hap can help him. For a hundred years and 
more a pat»‘rnal Government has sought to protect the jH'asiint 
interest, only to pro\ e that nothing is any good i xcept 
teach him tu help hiauioh,, You may give him a sure tenure 
aud a light assessment, you may prevent him from transferring 
his land, and restrict usury by law. You may teach him 
Ix-tter cultivation or hi lp him with the wages of industry. Bui 
the inevitable tend<-nry under ;ui organised system <»l tjovern- 
inent is either to restrict his activities or to allow tliosr- iiKire 
educated and more organized than himself to reap the Inmefits. 
Usury laws and non -transferable holdings restrict hi.s credit, 
while light assc'ssnients merely make a iwasantry with low 
wants lazy. For all this tlie vote is no remedy, until the 
cultivator knows how to ust: it. Other interests the landlord, 
the mamifactiirer. the trader and the vakil will organize 
themselves and e.vpioit him. Therefore he must Is- educated 
atjd taught the \'alue of combination and business methods. 

Of edneatiun it is beyond the scope of this essay to treat. 
It IS en« ugh to s.ay tliat illiteracy is the primary cause of most 
of the yvils of rural India, and until it is removed notiiing else 
can avail, much But it is just as true that neither education 
nor any other measure can bring permanent benefit to the 
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people witJiout organizatioi^^^ It is this that we imply by 
the word * co -opera tkin yin its broadest sense, and the 
object of this book is to show the public what co-operation 
is and what it can do and is doing for the people and 
especially the rural population of India. 
j Co-operation may be defined briefly as the combination 
^of several individuals to obtain by their united energies 
and strength the advantage of large scale dealing in pro- 
duction, distribution and credit. It is based primarily on the 
economic Initlis that the larger the unit the greater the 
economy in working, and the greater the mass of capital the 
more confidence it will coinmand. But its moving spirit is 
more moral than material. It is found that association creates 
confidence in the individual, broadens his outlook and reacts 
on his efficiency, 'fhrough helping to manage the affairs of his 
society the village leader learns to manage his own. He meets 
other leaders on common ground, he learns what his interests 
and those of his fellows are, and how to secure them. He 
learns, too, that the interests of each arc in the long run the 
interests of all, that faction andjealousy are the deadly enemies 
of progress, in a word, he begins his education as a man of 
affairs in the tnicst st'iisc, and becomes not too slowly the leaven 
of his generation. Material prosperity walks handiu hand with 
enlightenment and each is encouraged by the other. He obtains 
capital adequate tor his needs at rates which make the fiill 
exploitation of his holding profitable. He learns the \’aliie 
ci thrift, both positive and negative. Positive, when he places 
his siivings with his society at interest, negative when the 
force of public opinion is set against c.\travagance at 
the village ceremony instead of u»r it. The organisation of his 
society and its gioup, whether union or central bank, brings 
him in contact with the forces of progress and teaches him to 
take advantage of bulk dealing. Contrast the position of the 
officer of the agricultural department, who enters a village 
with a society, with that of him who visits one with none. 
In the one case he finds a compact body used to act together, 
used to advice from outside, and ready to believe it, provided 
with (almost un]imited)capital for product! vejnuposes, and able 
if so desired to return to him in bulk the produce of improved 
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sec-d or iertilixers. lu the other he addresses a meetinf; 
with no bond, and if his ad^ce is libt met with susfnciou cr 
apathy, jealousy or fear will prevent even the most intelligent 
from taking advantage of it. From this one example, which 
could be multiplied and applied a thousand times, emerges the 
outstanding truth that in rural affairs or elsewhere without 
organisation there is no progress. This organization co-opera' 
tion will provide. How, will be seen in the succeeding pages.- 
The spread of co-operative methods has not ben-n, and will 
not be, without its difficulties. Ignorance is a great enemy tO’ 
progress and the co-oixTative^movement has more to fear 
from ignorance of its aims an4 of the world at large th.'ui 
from the opjwsition of interested persons. There are nuuy 
who "ixx)h po<ih” co-oixration because they do not undcrstatul 
it. and either cannot or will not find time to study it. How 
often has the writer heard it said that co-operation may all 
wry well for Kuro|x‘, but India is a very different place ^ 
ami her peasants ha^■e certain |K*culiarities and failings which ’ 
make it impossible for co-ofX'ration to succeed amongst them. 
riH^se ideas .ue the offspring of simple ignorance. I'he 
Kiiglishman, al^>ve all others, thinks India very different (loin 
the rest of tlie world, because he is insular and knows 
%ery little of conditions outside his «>wn country. A}xirt 
from climate, the conditions in India are strikingly similar 
to what they were half a century or ligo in central 

Eiiroix'. Thr re were the same small holdings, tlie same usury 
and oppression, if not worse*, the same ignorance, apiithy and 
often desiwir among the cultivators. I-et anyone who 
disbelieves rearl Mr. Wolff's forcible rlcscription • of the 
district in whi<'li Raiffeisen, the father of rural co-operation, 
opened his first society in Germany in IH*!?. What was it that 
changed the face of Europe in half a century and induced a 
prosperity which, until the fatal 27th July 1914, almost 
persuaded the {xople that the millennium had arrived ? 
Education was one cause, industrial development another, but 
of all the forces at work, especially among the rural popula- 
tion, it is universally admitted that none made a greater mark 


•.—See Appendix A. 
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than co-operation. Its spread from the few small societies 
founded by Raiffeisen and Schulze in the fifties and sixties, is 
one of the great romances of the world. Because it left Great 
Britainf and India untouched, therefore its history is unknown 
to most of those who will read this book, nor is it possible to 
record its progress here. If any doubter will read one book and 
one only —Mr. H. Wolffs People's Banks— be will at least 
^ Ih: convinced that co-o|)eration was one of the great factors, 
if not the great factor, in the rural pros[>erity of Europe before 
the War. If lie will go further and read Mr. Wolff’s Co~ 
-operation in AnriiuUure and Mr. G. W’. Russell's Co-opera- 
tion and Nationality — the latter oni' of the most inspired and 
inspiring books ever written on any subject — co-operation will 
have one more convert and willing worker, h'or sc(‘pticism is 
due to ignorance and nothing else. 

The conditions e.xisting in India to-ckiy are, on the whole, 
much better than those in central liurope in tlie middle of the 
nineteenth century. There are areas, and large areas, where 
the depression and misery of ilie j>easant and the cruelty 
and dominance of the money-lender and landlord are a disgrace 
to modern civili/ation. There are others when* the natural 
intelligence and industry of the iieoiile has by dint of sjx'cial 
laws or the peculiar fertility of the soil risen superior to depress- 
ing influences. In others again. I'SjH-cially where the State 
deals directly with the cultivator and he gets fair dealing and 
a light assessment, liis prosperity is phenomenal. But neither 
their depression nor thi ir characters are peculiar to the Indian 
peasantry. .Mthough tlie Maharatta and the Pathan no longer 
ravage the countryside, a ci\ilanarchy prevails. Theraiderhas 
gone, but the civil court jreon remains and he strikes the same 
terror into the heart of the raiyat. He cannot be met with 
force and so he must be met with cunning. Deceit and lies are 
the only weapons of an illiterate cultivator under an organised 
administration. Ho does not understand the courts and their 


t.—Crcat Britain \v;is the birthplace of co-at>cration and the held 
ol its develuj^Hcnt. But co-oiH'ration there sptdls dis/ributhn 

only, and has growd up and is worked in the interests of the consumer, 
as opposed to the pro^luccr. The credit society iind agricultural 
co<o{>eratiun was. till a few years ago. unknown in Great Britain. 
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laws. He secs that falsehood and forgery prevail and learns 
to worship and follow the tout and agent proxfOcaUw, who are 
to him the incarnation of wisdom. In fact, the so-called defects 
of the Indian character are the products of history and envir- 
onment. f Educat eJumso that he can, u nderstaud . and organize 
him so that Ke'lnay enjoy "Tfic advantage of fair dealing, and 
he will soon show himst'lfa different man. But what are we to 
say of the intelligence and humanity of those wlu> either with- 
out trial or on the proof of one or two failures al)andon all hopea 
of reformation and progress ? If in the faeeof interested and 
ignorant opiM>sitionandtheilKreraeyandsus|»ieion of the masses, 
co-operation can j>oint to one success in ten, it is surely a 
portent and one full of significance for the future. .-Vtuaily. 
the more the results are analysed the more wonderful they 
seem, and with the example of Knnrpe before her, Iiulia may 
hiok forward with renewed lutixs t<» the futtire. 

,\ few Words on the wi<ler oljjecls of co-ttporation, and 
Ihis long essay will be finished. Co-operation starterl in India 
with the credit society. This provided the cultivators with 
capital, sived llieni huge sums in inter«-st at a low compu- 
tation they wvre siived .sO lakhs in IP17-18 on aggregate loans 
of 5 ercires of rujx es - t.iuglit them the advantages of thrift 
and joint aetion ami showed them how to maaige their affairs 
on business lines. In a word it edueated as well as financed 
them. But its aims are much higher than tK-nevuIcnt muxiey 
lending. Its first banner was insr-ribed “ Each for all and all 
for eai^." Now on the i>bverse is WTittcn Sir Horace 
Tfrmkftt’s famous phras«' " Better farming, better busiocM 
and better living. ■' It s<M ks to raise the standard of living by 
showing the p<*ople liow they can live better and by creating 
the desire in them to do it. As Mr. Stanley Jevons insists, 
a rise can only take place when the people as a whole .are 
detennined on it. Witliout this determination big profits and 
• high wages merely mean ilemoralization. Again, true co-opera- 
tion revolts from charil v amleatssparingly of the .State sugar- 
plum. It teaches the masses " to do it themw lves The very f 
antithesis of socialism, it is l>asc*d on individualism and enligh- 1 
tened wJf-interest. StU-reliance and stdf help arc ita watch] 
wpedir Beggars, it says, remain beggars all their lives. All 
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iortnnet are founded on effort, and so are the fortunes of the 
masses. Hitherto, all their efforts have seemed but to enrkh 
the landlord and the capitalist, and the more intelligent have 
preached in despair either “ not trying " or revolution. Co- 
operation is the true solution. Without confiscation, it builds 
9 up capital for the proletariat. Without recourse to socialism. 
it~eiiablcs all who are worthy of it to acquire, to maintain and 
i^e^pand their own property. It can assure to all its fol- 
Ipt^rs the true happiness born of honest progress, and equal 
association ^%'ith their fellow-beings. 


B. A. Collins. 
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APPENDIX A. 


"An opening was found for him" ( Raiffeisen) "in the 
Civil Service, and the year 1 845 saw him installed as Bnigo- 
master at Weyerbusch. in the bleak forest district of the 
Westerwald. It was in this position that Raiffeisen had the 
crashing troubles of the poor peasant cultivators brought viv- 
idly before his eyes in the famine years of 1846 and 1847. 
His was one of the districts which the scourge of those years 
\isitcd the most severely. It was a pot>r country to begin with, 
with barren soil, scanty means of communications, bleak 
surroundings, indifferent markets. Nature had proved a 
very stepmother to this inhospitable bit of territory, upon 
which the half-star\'cd population, — ill*clad, ill-housed, ill-fed. 
ill-brought up— by hard labour eked out barely enough to keep 
body and soul together with the support of the scanty produce 
of their little patches of rye. of buck-wheat, or potatoes, 
and the milk and flesh of some half-famished cattle, for 

the most part hopch'ssly pledged to the " Jews " 

In this country { England ) we have no idea of the p«'st of re- 
morseless usury which had fastened like a vampire upon the 
rural population of that district. Even the gombeen-man 
cannot compare with the har<lened blood-sucker of those usury- 
haunted parts. The poor jx'asantry have long lain helpless 
in his grasp, suffering in mute dcs{)air the process of gradual 
extermination. My inquiries into the system of small 
holdings in those regions have brought me into personal 
contact with many of the most representative inhabitants — 
heads of agricultural departments, judges, parsons, peasants— 
and from one and all— here and there, and everywhere,— have 
I heard the self-same, ever-repeated bitter complaint, that the 
villages w'ere being sucked dry by the " Jews,” Usury laws, 
police regulations, warnings and monitions have all lM>en tried 

as remedies, and tried in vuin The " Draconic ” 

Gmtnan laws, with regard to bills, and the peculiar regulations 
apidying to fore-closure, the personal liability of the (kbtor for 
any i^Iance of debt remaining uncovered by a forced sale, and 
lastly, the convenient practice of lending out live stock, as 
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EinsMlvteh, to remain tlie creditors', though fed at the cost 
of the debtor, materially and terribly facilitate the crafty 
practice. Plenty of casc*s are cited in which the f)oor peasant 
has lx‘en compelled to take the usurer's lean and dry cow at 
a high price, in order to feed it up and return it, in exchange 
for a fresh lean one, when brought into condition and in calf. 
It is a cunent saying, that once ydu are beguiled into trading 
with one of thesi- Christian or Mosaic "Jews’*, you are as surely 
caught as is a fly in a spider's web. You are made to buj' from 

him, to sell to him.— all at his own prices 

Under this oppressive system, in 1846 and 1847 the "Jews " 
were " making hay. ' Among tlu^ poor peasantry the dis- 
tress was groat. Every little wattle cottage and tumble-down 
house was mortgaged ; inf)st id the peasants ’ cattle Ixdonged 
to the “ Jews t]»er<‘ was little employment on the roads 
or in tlu? f<*rests the s^de available means for netting a few 
additional shillings ; the poor land yielded but a bare pit- 
tance ; and famine and min stared the poor inhabitants in 
the fare. There was no one to turn to help but the " Jews." 
The whole district .Kcordingly was converted into a usurer's 
hell. " 
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PREVAILING TYPES OP RURAL CREDIT 
SOCIETIES. 


Of the riclxes and ^.uvcrty of India many conflicting 
opinions have been published, and writers with an end to s<^rvo 
sometimes compare an old-time description of the wealthy with 
a modem account of the poor, and persuad.* the reader to believe 
that a serious change for the worse has taken place. The 
apparent conflict is due to a confusion of thought and to a 
misleading comparison of the wealth of the country as a whole 
uith the average wealth of a single inhabitant. The country 
is undoubtedly rich, the pt^oplc are generally poor, and what 
seems to many to be a paradox is merely the result of the 
failure of the people to make the Iw^st use of the vast potential 
w'ealth within their reach. Of the main causes of poverty 
this is not the place to write, we are here oixly eoncerued witli 
that one which is usually termed indebtedness. Indebtedness 
and poverty are not the same ; to a large extent they are 
antagonistic ; poverty is not a cause of serious debt, on the 
other hand it is the surest protection against it. The really 
poor, such as the village menials, owe, on the average, far less 
than their richer neighbours ; and. speaking generally, the 
tenant owes leas titan the owner, and the small owiu<r less than 
the large one. On the other hand, debt in India is a serious 
cause of poverty, it involves a very heavy drain on the income 
of the cultivators and forms an import ant obstacle to progress. 
It is dangerous to generalise concerning such a large area, but 
enquiries in the Punjab suggest that the interest paid annually 
to money-lenders is not less than double the land revenue and. 
as this is the most prosperous province, it is probable that 
3 
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el&ewh* Tf: the tliarge is greater. * The indebtedness of the 
cultivating classes is, when considered by itself, not very serious. 
It is probably much less than in other rural countries f including 
Anurica ; the proportion of cultivated land mortgaged in 
India is considerably below that for England or France, and 
the mortgage debt p r head is but a fraction of that in the 
United States, t But the annual drain for interest makes a 
heavy inroad on cultivators' profits, and this seems to be 
steadily increasing. In many cases the interest charges amount 
to a cru'fhing burden, and as the money-lender is too often the 
shop-keeprT and ilu* purchaser of the produce, the borrower 
beconu s hopelessly entangled in the vicious system of shop 
c Ti dit. 

In seeking for the causes of indebtedness, it is customaiy 
to rnavd only the objvets on wliich the borrowed money is 
spent, a lid many soI» inn lectures liave bien directed against 
ilie ]ioor culiivator and Ids addiction to costly marriage festivi- 
ties, 'I his, liowever, is obviously confusing the results conse- 
quent on the borrowing with (ondilions pivcident to it. For 
(lel)t is only one of a transaction of which credit is the 

oilier, llure can bo no indrbtedness without credit. All the 
impi ovidenee and extravagance, the cosily marriage ft ast or 
funeral ta ivinonit s and the ruinous litigation are merily consc- 
(|uenees ol the fail that there is a class of ^XTSon tlirougliout 
tile Ien,f;th and breadth of India wlio is only too willing to lend 
money for these purposi s. It is the village usurer who is the 
real source of all the debt. If iliis debt is on the increase it 
is lii cause he is advancing more and more money. If he 
advances more and more money it is because he believes that 
it pays liim to do so, because the security offered by the culti- 
vators is improving, because their rising surplus income is able 
to nuit his interest charges. He sees the countryside is 
improving in prosperity and therefore affords a richer field fpr 

• I'rom Mr. Gilbert Slater’s Some South Indian this cer- 

tainly st ems true ol Madras, and recent enquiries point to the .same result 
Ajmer. 

I Cf. Mr. I>att.i's Rgpoit on the Rise of Prices, page 165. 

5 Exvt’pt, is ihaps, in .Xii erii a, most of the rural debt has been 
fur unproductiw purpH>ses. and this is ttnfortun:de)v more 
eHpfcially true ot India and EngUinl. 
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his acti>ities. The very poor receive little attention from him 
because they are not worth bleeding ; the tenant is looked at 
askance because he has little security to offer and may any 
day remove himself and lus belongings to another village ; 
the owner, however, is a sure prey, his land is valuable and it 
tics him to the soil. As the land risi'S in value, th<‘ ultimate 
security rises and the usurer takes care that the debt rises 
with it. The great increase in the prosperity of India in the 
last fifty years has brought wealth to many, including the 
trading classes: these have, naturally enough, sought safe 
investment for tlu-ir rapidly increasing savings. I*roprietary 
rights in land posst'ss for them little attraction in comparison 
with the far more productive loan to the cultivator. The 
rent which would accrue to an owner is less than the inter«'st 
which can he extorted from the cultivator. .\ tenant racked 
too hard might rebel and run away, the hereditary cultivator 
will cling to his ancestral acre,s to the last. 

There is ample authority for the conclusion that a deter- 
mining factor in increasing indehtediu ss is the necessity felt by 
the money-lender of finding an outlet lor his accumul.iting 
Wealth. Knowiitg little of industrial enterprise, he looks to the 
land around him and to the p*ople who live within lus ken. 
It is unnecesstiry to labour the further point that <lebts arise, 
not only becaust* a man borrows but also because he omits to 
repay. The usurer does not insist oit punctual npayment of 
principal' bccauM-. in the first place, \w. Itas already trouble 
enough to place his money out to profitable use, and in the 
S).-cond because the value of land and its produce ate steadily 
rising and accordingly the money lent becomes yearly more 
secure. The usurer is well content to squr;eze what he can by 
way of interest and to leave the principal to fructify without 
further effort on his part. Thus, put briefly, the main cause of 
indebtedness is the vicious system of credit practised by the 
village usurer ; the actual sum of money borrowed is of less 
importance than the high rate of interest and the practice Of 
leaving .the principal unrepaid. The cultivators of sm^ 
holdings must be able to borrow because in time of distms 
they have practu^Uy no reserve of money to fall back upon 
and because agriculture everywhere is, as has been aptly said. 
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" the trade of the year to come." The coltivator most mqpend 
seed, labour and bollock-power several months befme he caa 
expect return, and during these months he must live. If he 
has enough surplus from the last harvest to carry him on to 
the next, well agd good, but the loss of a bullock will upset his 
little scheme and then he must borrow. In India, thrift 
as practised by the working classes of England is almost 
unknown ; the idea of insurance has spread very little. 
Instead of saving to spend, it has become customary to borrow 
to spend, and borrowing is so easy that there is no incentive to 
attempt the slow laborious method of saving. Easy abundant 
credit is a danger to all but the most w'ary, and it is easy 
abundant credit from wlxich the cultivating classes are suffering. 
Not in India only, but in most rural countries it has proved 
the undoing of the more ignorant and improvident of the popu- 
lation. Everpvhere there are usurers watching to entrap 
anyone worth entrapping, and as a class the agriculturist with 
valuable rights in the land is the surest and the safest victim. 
To suv«; him from the risks to which he is peculiarly subject 
the best method yet evolved has by experience proved to be 
co-operative credit,* and accordingly no one can rightly claim 
to be a true friend and well-wisher of the people who has not 
tried to understand and to popularise the principles on which 
this is based. 

t'o-operative credit is the application of the principles of 
co-operution to elementary rules of sound banking. There 
is nothing mysterious about it, and certainly nothing whatso- 
ever of dogma. The principles of co-operation are practically 
the same the world over. The link that binds the members 
of a society together is a common need ; individually they 
may differ widely in wealth, caste or creed, but if there is some 
object wliich all desire they can usually attain it more effectively 
by combining together into an association and so substituting 
the organised effort of all for the scattered efforts of each. • 

The need being the same, the members meet on terms of 
equality, and accordingly adopt a strictly democratic form of 
constitution. Tin' object being to help themselves bysi helping 

* Co-operative credit is uow Iniing agitated for agriculture tbroug^ 
oat the civilised world — Herrick, 456. 
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each other, the management of the enterprise must rest in the 
hands of the members ; each single member is presumed to b<' 
as interested in the work of the society as any other, and accor* 
dingiy the managing body or committee possesses no powers 
or jnivQeges be3rond those conferred by their fellow's : they 
are not appointed to rule over the member^ut to promote 
their interest. Such a body, assembled to establish a system 
of credit suitable for rural needs, mtjst agree to adliore to those 
elementary principles which the c-xpericncc of the world has 
shown to be essential if credit is to do good rather than evil. 
These principles are practically the same in all countries and 
are embodied with little variation in the by-law's of all 
societies. 

The characteristic element in sound credit which distin- 
guishes it from all other forms of transfer of money or valuable 
things, such as speculation, charity, friendly help or even 
investment, is the return of the thing lent or its equivalent, 
Acts of charity or friendly assistance arc not conditioned by the 
hope or expectation of any such return. In investments, the 
regular profits or intere.st is the main factor ; in .sperulation 
it is snfikient if the income from a series of tran&ictions exceeds 
the outgoings. In sound credit, the valuti of the tiung 
transferred in each single transaction must be nturned. It 
accordingly follows that the borrower must l><; able and 
willing to return this equivalent at the time .agreed upon and 
therefore the lender must take due precaution tu make sure tli.a 
the borrower will be able as well as walliiv; to repay. I'lu; 
ultimate object of a co-operative credit society is not to lend 
money but to promote the economic welfare of its members 
by providing money for suitable purpos« s. Tlie credit is nut 
t^ end but the means, and accordingly it is necc.ssary to en.sure 
that money will only be advanced for a purposi; which 
will prove beneficial. There thus emerge the 'main universal 
prindidcs of sound credit. Tlie borrower must possess that 
dement in character which consists in wrillingness to repay ; 
the borrower must be carefully selected, Tlui loan must be 
devoted to a purpose which will strengthen his ability to repay ; 
t|ie purpose of the loan must be carefully scrutinised and 
approved As repa 3 rment is essential to the avoidance of debt, 



38 


IHDIAS CO-OPERATIVE STUDIES 


it miist be ensured by the taking of adequate security. As 
all the members are liable for the repayment of debts incurred 
by the society and may be called upon tc contribute to make 
good the default of any one of them, they are entitled to insist 
that the general body approve of the prospective borrowers 
(by electing them as members), of the purposes of loans, of the 
kind or class of security to be demanded and, further, that 
the utilisation of the money be subject to supervision. It will 
now be clear that while the money-lender lends for his own 
advantage, and to the extent of his resources, caring little 
for the welfare of his clients so long as his business is profitable, 
a true system of credit should be directed solely to promoting 
the interests of the borrowers ; no question of lender’s profits 
should arise and the existence of idle capital should not provide 
an «;xcuse for advancing more money than can prudently 
be devoted to the economic uplift of the people. 

The evils of Indian usury are the evils that follow on the 
prevalence of a thoroughly unsound system of credit, and to 
avoid these a co-opn-rativc credit .society must follow strictly 
the accepted principles of .sound banking. As these principles, 
like those of co-operative organisation, have been clearly 
defined by long and extensive experience, the rules or by-laws 
of a rural society differ but little throughout the various 
provinces of India. Such variations as arc to be found ar<' 
incidental to the working of a society and not to its constitu- 
tion. The latter is fi.xed by the basic assumption that its 
members are persons of limited means desiring to promote 
their economic interests by joint effort. In order to qualify 
for registration under the Co-operative Societies Act there must 
be ten adult members. These ten members projwse to borrow 
money as a body on their joint liability and to lend tins to each 
other. In order to secure a loan they liave to satisfy the lender 
that they are fit and propt'r persons to receive it. They have 
to inspire him with confidence in their willingness and ability 
to repay it. and accordingly they must take care that each one 
of themselves is of good character, industrious and diligent, 
and that they do not include in their number any who would 
inspire the lender with distrust. The careftU selection of 
members is thus the first consideration. 
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As all arc jointly liable, each wants to bo sure that the 
others can, if necessary, boar tlu*ir fair share of the burden, ami 
as all are to be potemivil borrowers each wants to be a rtain tJuo 
the other will repay wh<it they borrow and not Kmw him to 
fulfil the contract with the original lender. To ensure these 
conditions intimate knowledf-'e of each oiler's eliaracters. 
habits and economic position is t ssemial. and i\ is, therefore, 
necessary lo confine .the s< lection of members n> n sidents ot 
so small an area that tliis kno vh d‘;e is assun d. rin st orif;inai 
members, having undertak* n to found a so i ty on co-o[> rati\'e 
principles, must complv viih certain pro\idoMs of (lie law. 
In all countrie s ass«> i^ttions n( persons for anv purpose are 
subj’ Ct to n strieiious. fn Inddr th>sr- an- prt)b.il)ly tar h ss 
striiKc'Ut tlian in any other country in tite world noss^ Naul of a 
civilised system of administration, and in orii* r lo iacilitia.te 
the spread of co-oi>Tativf^ <*redit societies (he f lowunnieni lias 
reduced tiuun to the narrowest possible liini;>. Tla* 
insists that in «i sov'i< ty dt sierad to rn ati' funds to ]>e letn lo 
its nie'mbers, thes!‘ latter mu^t be drawn fnnu a small, spet iie d 
area and from the sanv triix*. class, caste or o»'eupa(ion, and, 
funher. that where a mijorityol them are aipieulturists tin ir 
liability nuna Iv unlimited. 

The reasons for tin- iirst two re arid ions already 

been discussed. Th»' last require> a wor»l «»[ » xpl.iiiat io!i The 
ordinary rule of business is, of l ourse. ih »t a man is li able 
wiiht»ut limit for any d»l>l fie incurs, but in mor»' on^aiiiseil 
countries ilim^ is usually a law |> rnuttinf; im n lo c ombine 
in associations, commonly called romj>.Lni* s. and allowiiu; 
their liability to be limited to certain detiniie sums, /ouierallv' 
known as shares, The conditions wldr ]j muo In- fuHiiled in 
order to secure such a limit to liability are many and rerjuire 
to carefully complied with. They a.r<; mn oiitablv’ for little 
village banks and accordingly iliese latter ean r.ot < am this 
concession. The law requiring unlimited linbiliry is in no m usc 
a restriction, it merely states tliat tie ordinary every-day rule 
of business shall continue in force. This unlimited liability 
while safe enough for individualsand small partnerships exposes 
to risk of d»Ty;er associations of a number of persons. It 
U necessary in order to secure lenders and depositors against 
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loss ; it is the only security that can be (kveloped in a very 
poor community ; and, as Schulze Delitzsche wrote, is indispen- 
sable at the beginning, in order to put all on guard in an asso- 
ciation composed of persons not yet accustomed to forethought 
in financial matters. It does not really amount to very much, 
as it is premised that the members be of limited means ; but 
as they are too poor to afford loss it stimulates them to take 
care of what little they have. Its advantages are considerable. 
It creates confidence among intending depositors, it promotes 
the exercise of careful discrimination in advancing loans, and 
stimulates interest in tlic business of the society. As Sir Horace 
Plunkett said : "The moment you begin to say 'well, after all 
it only costs us so much if the bank bursts ’ — ^the bank will 
burst.” In actual practice it is found to be the only way of 
getting working capital into the business. 

But although membership of an agricultural credit society 
involves the assumption of unlimited liability for the debts of 
the society, it does not follow that the whole property 
of the member, much less the whole property of all the members 
is in any sense at stake. Having offered their joint unlimited 
liability to outside depositors and lenders, the members proceed 
to impose a series of restrictions designed to confine their 
actual liability within very narrow limits. They decide, for 
instance, upon a maximum sum which their society may borrow 
from outside sources and so at once safeguard their unlimited 
liability. They further fix a similar limit upon the sum 
which a single member may borrow, such for instance as one- 
tenth or some similar percentage of the total working capital, 
and, further, within this general maximum they fix maximum 
sums for each indiridual member based upon a careful consi- 
deration of his a.ssets. Inside this again they confine loans 
not to what they think the borrower can repay if sold up. but 
to what they think he needs for his business and to what he 
can profitably employ.* The risk of unlimited liability is further 
reduced by carefttl selection of members, careful scrutiny of 
the purposes of loans, and careful supervision over their proper 
o mplo ^Tnent. Wlten to all these precautions there is added 

* It may, oi course happen, a» in the eaee of a tenant, that hit needs 
emvfd hit asaete. in which cate good sureties become etpeciaUy important. 
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the security of one or more respectable persons for cmy loan, 
it will be seen that unlimited liability carries little danger in 
a well-conducted society. 

To remo^*e whatever little danger may remain, the members 
proceed to erect a buffer between their property and the 
demands of unsatisfied creditors. This buffer is built up 
in an interesting way. It is a strict co-operative principle 
that all services rendered to members should Ih; charged at 
cost. That is to say, tltat a society should cjtarge for services 
to members only the actual cost of these sertic s. If, for 
instance the service rendered is credit, the society should chatgo 
borrowers only sufficient interest to meet the interest due to 
creditors and the expenses of management. The principle is 
essentially sound but a slight departure from it has l>een found 
to yield advantages outweighing the disadvantages of varying 
a sound business rule. The departure consists in this ; the 
society deliberately overcharges borrowers and so secures a 
small surplus. This surplus is generally used as working 
capital and so accumulates rapidly at compound interest. It 
cannot be divided for ten years, if ever, so there is gradually 
built up a good reserve fund which adds to the credit of the 
society (it is a tangible stxurity to the creditors) and protects 
the members against the risk of being called upon to make 
good any deficit. This indivisible reserve fund will gradually 
grow in importance as years roll on. It is the real capitalisa- 
tion of character inasmuch as its existence means that 
members arc not throwing any burden upon it by defaulting. 
At {vesent imperceptible, its influence will gradually transform 
the whole economic aspect of village debt and credit, for it is 
only a matter of time before there will be accumulated a sum 
sufficient for all the current needs of the members, and there- 
after interest on loans will no longer constitute a drain on the 
community. 

• -This peculiar feature, that co-operative credit as jnactised 
in India tends to abolish co-operative credit, is accentuated 
in some provinces by what has come to be called a share system. 
In the original Raiffeisen scheme there were no shares, the only 
security offered to outside depositors was the unlimited Uability 
and the diaraeter of the members; in a workaday world It has 
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been found that something more tangible offers a greater attrac- 
tion to prospective depontors and so in one form or another a 
share system has crept into being. The correct view of the 
sliare system is that it is nothing more than an agreement 
among the members to pay op, in advance of any calls, a por- 
tion of their unlimited liability. It contains a strong element 
of thrift but its chief merit consists in this, that the share 
capital is employed in the business of the society and earns 
interest which swells the reserve fund ; this interest is also 
employed in the business of the society and earns further 
interest which also swells the reserve fund. The result is that 
after ten years of active life, a society instead of being indebted 
to the outside world is apt to possess more funds of its own 
than the members can use with advantage. The dangers are 
several. The principles of shares being once admitted it is 
difficult to exclude the idea of dividends upon those shares, 
and accordingly greedy men are tempted to join a society not 
because they need to borrow nor because they desire to help 
their fellow-men, but solely with a new to reaping rich dividends 
upon their shares after ten years. The share is regarded as a 
share in a company and not as an effort towards thrift nor as an 
attempt to strengthen rural credit. Further, the big share- 
holders in order to ensure high dividends are inclined to oppose 
any proposal to reduce the rate of interest, and, yet further, the 
share money and accumulated undivided profits may reach 
a total which is in excess of the real needs of the members and 
the committee may accordingly be tempted to lend in excess 
of members’ needs merely to employ the capital of the society. 
In the Punjab, where the share system is most conspicuous, it is 
being found advisable to persuade the members to declare the 
profits indivisible for ever, and after 10 years it is usually found 
more satisfactory to return the share capital at any rate so 
much as may be in excess of a fixed equal sum. New societies 
are being founded on a basis of equal shares with indivisible 
profits. 

The advantages of the sliare system are the rapid accumu- 
lation of capital owned by the members, their equally, raffid 
deliverance from dependence upon outside credit and the posa- 
bility of reducing the rate of interest to members at a very much 
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earlier stage than is practicable in non*sharc societies. Above 
all other considerations stands the great financial strength 
of societies with shares wliich renders them less susceptible 
to panic or other ^disturbances of the money market. Apart 
from the advantages and disadvantages, however, there is the 
question of the practicable suitability of a share system to a 
given population. VVlierc the people are exceptionally poor, 
the demand for even the smallest instalment of share capital 
may serve to exclude many of those whom it is most desirable 
to help, and it is probably this consideration which accounts 
for the preference diown for the pure Raiffeisen lyp«‘ of society 
in some provinces, while in others the divisibility of profits 
over capital is regarded, and tightly so, as opposed to true 
co-op(!raiion. 

Some co-operators hold that the share system would be 
less opx'n to criticism if shares were contributed in proportion 
to borrowings. The extreme case where the more prosperous 
raemlxTs take a large number of shares and practically never 
Ixirrow, and the less prosperous take the minimum numlKT of 
shares and borrow freely, is, of course, not tru'y co-operative. 
Many s<i< h instar:r'‘s develoj)» d in the Punjab and encourajjed 
serous evils. But it is, in practice, difficult to insist on the 
rule that a member must contribute to shares in proportion 
to his borrowings ; the latter vary, and the member who is 
compt'llcd to resort most frequently for loans is often the one 
least able to lock away money in the form of shares. A simple 
device to get over the difficulty is to fix a high rate of interest 
on loans to members so as to increase the margin between the 
interest paid out by the society to its depositors and central 
financing institutions and that paid into it by its im-mbers. 
Tliis margin is the source whence the reserve fund is derived, 
and accordingly by this method a member contributes to the 
permanent capital of the society in direct proportion to his 
)>orrowings from it. In many ways this is the ideal system 
but it requires care in its application as the high rate of interest 
on loans may blind the less intelligent mcmt>ers to the lasting 
benefi.ts of co-operation. Tlie fine distinction between the cost 
of borrowing and the charges for borrowing is not appreciated 
by people who arc unaccustomed to the idea of the gradual 
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* building up of a common capital fund ; they ate slow to aj^* 
date the advantages of complete indfependenoe of the usprer 
which co-operative credit gradually gains for them, and are 
apt to regard as visionary the promise of a reduction of interest 
when the common fund is large enough to justify it. 

For the removal of this and of many other difficulties 
reliance most be placed on the growth of a real co-operative 
spirit, which may ^ described as a willingness to sink individual 
opinions and interests and to subordinate temporary advantages 
to the achievement of the common good. It is in order to foster 
and encourage the growth of this spirit that co-operators lay 
such stress on the area from which a society may be permitted 
to draw its members. Where members are liable without limit, 
as in a village credit society, this area must be small in order 
to ensure mutual knowledge of character and conduct. It is 
difficult to frame an arbitrary rule that should prove suitable 
to the widely divergent conditions of India and Burma. ' One 
society in one village ’ may serve very weD where villages are 
small and relations harmonious. But while on the one hand it 
may be convenient for several neighbouring hamlets to share 
one society ; on the other there are cases where, owing to the 
large population, the prevalence of factious feeling, or the exis- 
tence of sharp tribal or religious differences, a number of societies 
may be founded in the same village. The capacity and intelli- 
gence of the members of the committee is sometimes quite 
adequate for a small society of, say, twenty members, but 
would fail to meet the requirements of 200. It is a general 
co-operative principle that the number of members should 
not be subjected to any arbitrary limit. In most countries the 
law expressly confines the privileges of co-operative societies 
to associations with an unlimited number of members and 
although the Indian Act contains no definite provision on this 
point it empowers Local Governments to prescribe the extent to 
which such a limit may be imposed. A society cannot exclude 
candidates for membership arbitrarily; it must be open to 
all qualified under its by-laws ; and accordingly, if practical 
difficulties render a small membership desirable, this is best 
achieved by limiting the area from which members may be 
drawn. In a rural credit society in India the average number 
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o{ members is 41/ and it is seldom that a really good 
co-operative qiirit is found in a society with over 100 members. 
When it was first proposed to introduce co-operative cietfit in 
India, it was intended that the provision of capital should 
be confined to productive purposes and that the cultivators 
should continue to resort to the village money-lenders for 
loans for ceremonial and other unproductive expenses, f It 
was soon, however, found that this policy was impracticable. 
The redemption of a mortgage might be a productix'c purpose 
though the original loan was squandered on extravagance, and 
it was little use trymg to help people to repay a part of their 
debt if they were free to borrow at will from the village usurer 
for a marriage or a law suit. The result is that loans have to 
be regarded as admissible for all necessary purposes, and the 
tendency now is to confine the member’s borrowings entirely 
to his society, so that the latter may be his sole creditor. The 
extent to which this is being achieved varies from Province to 
Province, and this accounts in some measure for the difference 
in the average loans advanced to members. In one respect 
complete success seems to be impossible until the socictii's have 
amassed more of their own capital, and that is in the matter 
of redemption of mortgages. A small village society 
dependent on an outside financing agency cannot prudently 
advance money for a long period of years. Usually four years 
is regarded as the limit witliin which repayment must be 
completed, and this is not usually adequate for the return of 
money devoted to reducing old mortgages. If co-operative 
credit societies are to solve this difficulty it must be by the slow 
steady accumulation of their own capital, but it is usual to 
regard this work as outside the scope of their activities and as 
belonging to a special type of land mortgage bank. In Inffia 
no institution of this tyiie has yet been founded but the question 
is receiving consideration in Burnu. 

. In the foregoing pages the common features of rural co- 
operative credit societies throughout India have been described 


• * SIsewlicie the average is Japan 10a, Austria IJO, Italy 50, 
ftnd Gennany 94. 

t E’t > Report of F.iminc Commwsioo, IWI. 



46 INDIAN CO-OPERATIVE STUDIES 

in detail. The more !»triking dilfcrenccs depend upon the extent 
to which members contribute to the working capital by way of 
shares or compulsory deposits, and upon the consequent rule 
as to the disposal of the reserve fund. ^Tiere there are no 
shares, the reserve fund is permanently indivisible, and even 
where there are shares, this is regarded as desirable and any 
dividend payable after 10 years is strictly limited to a rate 
only slightly higher than the ordinary interest rate. In Madras, 
Punjab, etc., there is acomprombe arrangement, whereby after 
10 years three-fourths of the accumulated profits are dirisible 
amongst the members as non-returnable shares. In Burma 
each member pays ten rupees as share money, but this carries 
no right to interest or dividend and so is practically the same 
as a returnable entrance fee. There is, however, a second type 
(Luzatti) wherein a member may subscribe to any number 
(not exceeding 10) of shares of Rs. 100 each. These shares are 
returnable after ten years, otherwise carry dividend from the 
twelfth year onward. In the United Provinces the number 
of shares to be subscribed by a member is fixed according to his 
status by the managing committee, and these after 10 years 
carry dividend which may not exceed ten per cent. In Madras 
the dividend is limited to per cent. In Bombay (except 
Sind) and the Central Provinces there are no shares : and in 
Bengal shares are the exception. Everywhere precautions are 
r taken against share-holding being abused by profit seeking. 
It would probably be generally agreed that where shares can be 
collected by small instalments of eight annas at each harvest or 
one rupee a year they constitute a distinct source of strength, 
and if payment of ^vidends can be avoided there is little 
disadvantage in the share system. It is theoretically more 
pleasant to dwell upon the idea that the toiling peasant earns 
credit by his character for honesty and industry, but in practice 
some solid assets to cover any margin of loss make a stronger 
appeal to the prospective creditor. Some element of thrift 
is desirable, and it is equally desirable that the proceeds of this 
thrift be rendered available, under suitable conditions 
ensuring adequate security, for the needs of the people who 
practise it. In practice it is of little moment whether this 
thrift take the form of small share contributions or of an excess 
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in' the interest charge or of a combination of both. Some 
capital owned by the society is necessary, and where shares are 
not contributed this must be built up out of a higher inaigin 
of interest. 


H. Calvert. 



III. 

GUARANTEEING UNIONS. 


It is a maxim of co-operation that nothing should be done 
lor co-operators which they can well do for themselves. Self- 
help, Self-Control, and Independence are the root ideas of the 
whole movement. In India the originator of the movement 
and its first sponsor was the Indian Government, which took 
up the attitude that the need of co-operative organisation 
among the labouring classes generally and the agricultural 
classes in particular was so plain and urgent that, as a matter 
of public policy, the movement should be fostered in every 
possible way. Tlie old idea that industries, agriculture and 
social oiganisation flourish best when left alone as far as possible 
by the State, had not yet been exploded by the expeiicnce of 
war. The proper attitude for the State was held to be one of a 
benevolent onlooker. Nevertheless, the Government of India 
was so far ahead of the times that it realised that mere passive 
benevolence w'oxdd never solve the problem of rural regenera- 
tion, and that without a strong lead from it the co-operative 
movement was not likely to make headway in India. That 
lead it determined to give. In order to launch the new experi- 
ment under the most favourable conditions, it not only granted 
concessions including a special Act, a free audit, and exemption 
from certain taxes and fees, but also appointed a special officer 
in every Province to see that the scheme was ^ot allowed to fail 
through neglect or misunderstanding. These Re gistrar s, as 
was natural, soon slipped into the position of " guides, philoso- 
phers, and friend, '* to the infant societies which thc5^4»ud 
brought into existence. It fell to them to arouse public interest, 
#Q persuade honorary workers to come forward, to determine 
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the lines of future dc\*€lopment, to frame model by-laws, to 
prescribe account forms, to train secretaries and managing 
committees and gradually to breathe into ilu nvw venture the 
ntalizing principicsof business-like mana^iement and a brotherly 
spirit. Tliis was inevitable until the new ideas had takt n 
firm root in India. But such nursing of socii tie^ by an official 
agency, however pathetic, is unquestionably contrary 
to the genius of co-operation, and tends to stiiU ilu spirit ot 
seii-help which it aims at proiiioting. Ex}>ert oflici.il control 
to ensure that the principles of ci)-i)pt*ration areobsei '\Hl aiuL 
the provisions of the Co-ojvratixe Sotieiit s Act ob<nvd, mii.st 
always continue. But the oftkial initiative tails in its object 
unless it steadfastly aims at criaiing gradually out of tlu* 
primary societies. wUicli it has call* d into bt ing. some form oj 
autonomous organisation, buih up from the bottom, to which 
many ot the original funciions of the conirolling staff can safely 
be tran.sferred Tlie alternative to oftkial control is clearly 
not outside control by non-oftkial amateurs, however philan- 
thropic their intemions may be. but self control. The problem 
that prese nted iiseli at an early stage ot u>-operaiive develop- 
ment was to discover >oim aeericy, torim d and managed by 
the socit.iies ilkinMlves, to whiih th< responsibility of nursing 
and supervising the socie ties in its i barge might be entrusted. 

The agency postulated had to m*M t two distinct needs. In 
the first place its aim must ]>e to substitute an internal and 
democratic control for one that was external and official. Co 
optTalors were exj>’Cied to wideii ih* ir horuon and to take an 
active part in the promotion and -guidance of th<‘ co-operativ* 
movement in lh<ir own Jieighbourliood instead of leaving ii 
all to the official .staff. Tlie advice and supirvision of fritudi 
and fifllow' co-operators was thought to be likely to create more 
impression than that of paid officers of Government. 'File 
principles which underlay the co-ojxration of indi /iduals in a 
vfllage society were equally applicable to the co-ojH.ration ol 
village Societies between themselves at the lu xt sttige of tin 
co-operative pyramid. The system could not logically V>* 
co-operative at the base and autocratic on the higher storeys. 
It was therefore natural that a demand for some form of organi- 
sation should spring up which could give practical working 

4 
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co-operators an ever-increasing voice in the development and 
government of their own movement. 

In the second place the central co-operative banks from 
which the societies derived a large part of their working 
capital, found it increasingly difficult to keep in touch with a 
constantly growing number of remote and scattered little 
societies, composed for the most part of poor and illiterate 
members. Before sanctioning a loan they required to be 
assured that a society was well and faithfully managed, that 
there was a substratum of real credit beneath it. that any loan 
advanced to it would be devoted honestly to the purpose for 
which it was granted and recovered punctually, and that 
mistakes and faults would be brought to light and corrected 
before serious consequences could ensue. Finance and inspec- 
tion are closely interdependent. No financing agency could 
work satisfactorily without some means of appraising the credit 
of borrowing societies and of judging the quality of their 
management. On the other hand. mere, supervision and 
advice unweighted by any definite responsibility for its results, 
is likely to prove formal and futile. Any policy that divorces 
finance and supervision and entrusts them to distinct and 
unconnected agencies would, therefore, be likely to come to 
grief. 

These two needs have been felt, almost universally, through- 
out India and Burma, and very various efforts have been made 
to meet them. In many parts of India district central banks 
as the representatives of the societies, which to an increasing 
extent owned their share capital, organised and equipped 
independent inspecting staffs of their own to visit and train 
their affiliated societies and to report directly to them on their 
management and credit. In the Punjab, central banking 
unions, with a very limited area and clientele, composed 
exclusively of local societies and managed by them, have been 
tried with marked success. In Madras, supervisii^ unions 
working within restricted areas and confining their functions to 
inspection, training, propaganda and advice, are reported to 
have proved very satisfactory. It was in Burma first that the 
rural societies themselves united into guaranteeing unions with 
the object not only of superxnsing each othert' work but of 
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goannteetag whatever loans they might recommend as the 
result of their local knowledge and inspection. It is impossible 
yet to assert dogmatically which of these methods has proved 
most snccessfnl. 

Central banks ate controlled to a greater or less degree 
by the societies winch hold, at any rate, some part of their 
shares and cannot therefon* bt^ regarded as quite alien bodies. 
Their own prosperity is wrapped up in and deiwadent on 
that of their client societi«*s. Central banks are .so vitally 
interested in the safety and proper utilization of all loans 
advanced by them tliat they have a very strong inducement 
to see that their inspecting staff is efficient and careful, and 
that their advice is not neglected. In many parts of the 
country the cultivators are, a.s a rule, so illiterate and ignorant 
of afiairs, and the number of intelligent men taking a practical 
interest in co-operation so small, tliat it would be quite hopidess 
to expect to find capable and trustworthy managing-committee 
men to carry on the work of each local union. As a recent 
writer, speaking of Bihar and Orissa, has obst'rved : " With our 
societies a strong hand from without is absolutely necessary 
at the present stage . . . .What we require is a benevolent de.spot 
anxious to train his subjects to early Home Rule." Under 
these circumstances it was clearly necessary to centralize such 
business capacity as was available within the movement in the 
central bank, and to entrust to it the functions of supervision 
and teaching as well as of finance. 

But the system has inliereiit dangers, w-hich may be mini- 
mised, but cannot be wholly eliminated. Central banks arc 
usually in practice run by a small knot ol professional gentlemen 
and landowntirs at headquarters. The controlling aulhoiilies 
arc often not in close and living touch with their agriculturist 
borrowers. Almost unconsciously the staff of the central 
bapk often tends to absorb too much power into its own hands, 
and, in its endeavours to develop and assure its own business, 
may stifle the growth of the healthy independent village 
aocif ties, which it should be its main object to create. The 
paints of view of an Inspector employed under a central bank 
and of an Inspector under a union of societies are by no means 
, identical. Societies often flourish best if they are left alone. 
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as far as possible, to learn how to manage their affairs in the 
bitter school of experience, instead of being protected with too 
grandmotherly a care by an outside staff from the natural 
mistakes and indiscretions of infancy. The board of the 
central bank will, no doubt . consist largely of the representatives 
of primary societies, nevertheless the tendency of its activities 
is usually ccntrlp<-tal, and encourages the transfer of the scat 
of authority outside the village where it should lie and where 
alone real mutual knowled/je can be found. In matters 
of finance, centralization is d(‘sirabie ; but if supervision and 
training is to be carried out with sympathy and thoroughness, 
they should be localised and brought down close to the village 
unit. The working system of a central bank is, as a rule, too 
wooden and too centralized to allow its supervision to be quite 
sympathetic. 

Many of these objections disappear in the central bank- 
ing unions of the Punjab, which do not admit individual 
shareholders and which confine their operations to so small a 
circle that every affiliated society is able to take a direct part 
in their management and control. Tliey are genuinely democra- 
tic and representative, and unite finance with self-supervision in 
an almost ideal combination. In fact, it is because they are 
so ideal that they can not be attempted in most provinces. 
The management is usually rural and local, and unless the 
representatives of the affiliated societies are exceptionally 
competent men this is a grave source of risk in a central institu- 
tion of this calibre. The banking union forms a costly inter- 
vening agency b('tween the district central bank and the 
primary society since, while its working capital is comparatively 
small, it has to maintain a larger establishment than a guaian- 
teeing union and must therefore levy a larger toll on money 
passing through its hands. In places where sufficient local 
talent is available, and w here a fair proportion of the work- 
ing capital can be derived from local people, it is, however, 
difficult to deny that such banking unions are in no way 
inferior to the local guaranteeing unions advocated in this 
essay. 

The supervising unions, characteristic of Madras, carry out 
their functions in many places with conspicuous success. They 
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give primary societies a share in the larger governance of 
the movement and provide effective training and super* 
vision. But it may doubted how far they are capable of 
meeting the second great need indicated above, namely, that 
of helping central banks to assess the credit of borrowing 
societies. It is true that no afhliated society* may take a 
loan without their sanction ; but in granting such sanctions 
the onion accepts no responsibility towards « iilier the central 
bank or the borrowing society, and risks nothing if its recom* 
mendation proves careless or reckless. In ninety-nine cases 
its recommendations m.ay be sound enough, but it is the 
hundredtli, perhaps hastily made witliout suffuient scrutiny 
that might bring a central bank or primary society to the verge 
of ruin while having the union unscathed. 

A guaranteeing union is in no sduise a bank and handles 
no money. It aims at dewlopijig and supervising co-operative 
work within its area, and at serving as a link b«-tween the 
small and scattered societies, of v.hich it is composed, and their 
financing Centre. Tlic necessity of civating an agency for this 
double purpose’ was lirsl felt in Burm.a where, owing to the 
absence of district centr.il banks, one provittcial bank found 
itself unable to deal with the mnltitudr ol vill.ige Societies which 
were springing into existence over a vast area. It was under 
the inspiration and guiduice of Mr A E. Esujlish, C.I E,, l.C.S . 
that the idea of guaranteeing,' unions took its earlhst shape. 

It was evident from the outs* t tliat if soeii-iies were to 
guarantee one another’s liabilities, they must be in a position to 
watch one another's working and to judge oiu another's tu-eds 
and credit. Tlu y could not possibly txercist: effective mutual 
supervision over a with' area. The starting point of the organi- 
zation was therefore a restricted area containing a number of 
neighbouring societies with similar interests and some measure 
of mutual acquaintance. Tlic Registrar at the time of 
organizing the union exercised his discretion in hmiting its 
sphere, and the practice in Burma was to restrict the number 
of societies constituting a union to a maximum of 40, and the 
area to a radius of about 10 miles from a market town 
or other central point. In the Indian Provinces, wliich have 
lollowed the exampk ol Burma, the field of a union's operations 
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is, as a role, still more narrowly circumscribed, and the number 
of members is less by half than the Borman maximum. Within 
the union area societies are expected to send representatives to 
inspect«ach other’s affairs from time to time and toreportto the 
union on any mismanaf'emcnt that may come to light. Usually 
these delegates arc told off at the annual general meeting when 
also the societies which they are expected to visit are assigned. 
Visitors, although they arc expected to give advice, may not 
pass orders on the errors detected by them, but must report 
them to the union committee which issues such instructions 
us it may think necessary. In Burma, Biliar and Orissa, and 
Bombay, small fees, not exceeding Rs. 2, are paid to such 
visitors in order to cover their out-of-pocket expenses, but in 
the Central Provinces they arc expected to do this work hono 
rarily. The union docs not rely solely for its information on 
this intervisiting by chairmen and committee members. It 
also employs a secretary or supervisor, who in addition to 
maintaining the union accounts, visits the societies in order to 
sec that their books arc in order, their proceedings r^ular, 
and all loans and deposits are punctually repaid on the due 
dates, to train their secretaries, and to help their managing 
Committees to master the principles of co-operation and to 
avoid mistakes. This supervisor is paid in the Central Provin- 
ces by the provincial union, in Burma and Bombay by the 
levy of a small rate not exceeding } per cent., and in Bihar and 
Orissa ^ per cent, on the total working capital of die affiliated 
societies. ^ 

With all this information about its affiliated societies 
before it, the union is in a position to assess their credit and 
to decide to what extent each society would be justified in 
raising capital. In Burma, Bihar and Orissa, and the Central 
Provinces, the union has full power to fix the maximum up to 
which a society may borrow from any source for one year 
ahead ; but in Bombay it has not been given power to control 
the raising of local deposits and has the right only to determine 
what outside capital may be raised through it and on its 
guarantee. In ^rma and Bombay the first duty of a union 
is to encourage the inflow of local deposits by every means in 
ita power, and in so far as local deposits fall short of the needs 
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of the societies,- to arrange to obtain the balance from some 
central bank. In the Centra! Pro\inces, on the other hanii. 
where local conditions have made it n. c< ssary for the present 
to centralize control in the liands of the central banks far more 
completely than elsewhere, societies joining a union are not 
allowed to accept local deposits at all. but an required to deal 
cxclush'cly with their district financing institution. 

After fixing the outside borrowing capacity of evcr> 
society, the next function of a union is to secure for them 
the working capital wlucb tlu y nquirc Centnil banks, a-’ 
their business grows, find that the expense and trouble ol 
dealing with .such small units as individual village sctcielies 
outweigh the advantages of keeping up direct contact with 
their ultimate clients. The aim of the union is to cnlargt 
this unit, and to reinforce the credit of each member society 
in such a manner that the central bank can without risk grant 
it promptly and cheaply such financial aecommockition as it 
may need. The muon achieves its object by the simple 
method of guaranteeing every loan granted on its n commenda- 
tion. In other \sord.s, every society in a union accepts a certait! 
definite and limit< d liability for the outside borrowinf;s of every 
other society in the tinion. In th<- Central Provinces, where 
societies are compxlled under the b>--la’'.s to borrow all their 
Avorking capital from a specified central bank, the uniott 
guarantees the whole of th> borrowings ; in Bttrma and Bihar 
and Orissa it guarantees all borrowings from non-meralh;rs. 
and in Bombay it guarantees only stub capital as may bf 
obtained on its recommendation cither from the central bank 
to which it is affiliated, or from other outside lending agencies 

The nature ol the guarantee given also varies iti different 
provinces. In Burma and the Central Provinres the guarantee 
consists of an undertaking on the part ol the other union- 
societies to make good any deficiency resulting Iron th* default 
of any society in the union to the extent of a sura equal to the 
maximum outside borrowijigs of th/ eontributory societiee 
during the. twelve months immediately preceding the enforce- 
ment of the guarantee, such call being made only after the 
canceBation of the <lefaulting society and the enforcement of the 
unliiiuted liability of the members up to the point of exhaus- 
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tion. The theory underljring this system is that societies 
should undertake liability in proportion to the use which they 
make of the union and the advantage which they have taken 
of its guarantee. The practical inconveniences of it are 
that the guarantee of the union lias a fluctuating value, not 
easily ascertainable by a lending agency, and that in case of a 
long-term loan, the union liability, on the security of which 
the advance was made, may be gravely reduced before the loan 
matures for repa}mient. Moreover, it is generally the weakest 
societies that have to borrow the largest sums from outside 
owing to their lack of local deposits. Under this provision, 
therefore, the liability for making good the union guarantee is 
placed not on the strongest but on tlie weakest members of the 
union. 

To avoid thest: difiBcultics, unions in the Bombay 
Presidency accept a consolidatt;d liability calculated at a 
certain definite sum (varying from Rs. 20 to Rs. 200 per head) 
on the total number of the nu mbers of affiliated societies. The 
liability is not a divided one, distributed over all the members, 
but is a lump liability calculated on a rough mechanical scale 
and attaches to a society as a whole. The extent of the 
liability accepted varies according to the needs, property and 
occupations of its members as verified by the Registrar, and 
the union is authorised to borrow money from its central 
bank or otiicr outside financiers up to six times the total liabi- 
lity accepted by its member-societies. Bihar and Orissa simi- 
larly eschew a sliding liability, and have taken as their standard 
the amount of shares held by the union in a central bank, 
borrowing being permitted up to either 5 or 10 times the share- 
holding. This latter plan has the advantage of giving unions a 
gradually increasing voice in the management of their central 
banks and of offering investors a simple and intelligible 
guarantee, based on actually paid-up shares which carry a 
multiple liability. The objections that might possibly be 
urged to it. are that since societies usually only take up 
shares in central banks in order to enable them to borrow 
loans, the standard selected bears no necessary relation to 
the actual resources of the affiliated societies ; and that in the 
case of outside investors it is arbitrary and unreal, since money 
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invested in shares in a central bank can scarcely be regarded 
as a security available to them. 

Different provinws have fixed tlM-ir scales of liability, 
as wc see, on very divers»> principles B\it the method of its 
enforcement is uniform tliroughout India. The defaulting 
society is first cancelled and tlu' joint unlimited liability of 
its members enforced to the uttermost. It is only if at the 
end of the liquidiition any deficit remains, the paynnent of 
which has been guarani ted hy the union, that the other 
union societies are required to make it good in proportion to 
the degree- of liability aeo-pifd h)- each of them. .As no case 
has yet arisen in India or Bnrm.i. in which the union 
guarantee has Ix-en actually enforretl, it is tlifliruli to decide 
which system will bear tin- strain best and prove in practice 
most equitable to its memb«-rs. 

As the system dev.loi>s the central bank to which the 
uiu( n has affiliated it self usnallygrants financial accommodation 
to the union on the lines of a cash credit Unions are required 
to submit to the bank ix-riodical forecasts showing the anti- 
cipated lus-ds of their affiliated soeieti«-s and tlu recoveries 
which will probably lx- realised by fbem Tliis practice is of 
the greatest use to a central bank in enabling it to balance its 
own resourc' S, and to prepare for <-merg<mcies in advance Tlu- 
other conditions imposed by central bunks naturally vary very 
widely in different an-as. Tlu; p<-riods for which loans may be 
taken, and tlu- objects to which they may bn- devoted, are 
usually carefully prescribed. Tlie methods of tbi- remittance and 
distribution of money are laid down Tlie extent of (he internal 
inspection and control which the union is expected to maintain 
is defined. As a rule, in addition to the annual official audit, 
central banks send down an independent officer of their own 
at least once a year to go ihoroughly into the working of every 
union and of their member societi'^s. and to report on their 
general credit and efficiency 

The type of union described above, which perhaps is the 
only genuinely indigenous co-operative institution which has 
yet been devdopedjn India, has undoubtedly come to stay, and 
must be taken into serious account by anjrone who wishes to 
study the system as a whtde. At the end of the year 1 91 5-1916, 
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which is th« first yeu for which separate statistics are 
obtainable, the number of such unions were returned at 189 
in Burma and 126 in the Centnd Provinces with a total working 
of 167 lakhs. At the end of I917>]918 the figures had risen to 
504, embracing 7,806 primary societies. 

At the same time it must be recognised that the guarantee- 
ing union lias not yet gained general acceptance as a necessary 
and integral feature ol the Indian Co-operative system. A sub- 
committee of the Eighth Conference of Registrars at Simla 
reported that none of -its members were in favour of the 
syMem of guaranteeing unions and proposed a resolution 
in the following terms, which was finally adopted by the 
Conference : “ We do not recommend to the Conference the 
adoption of any system of direct or indirect compulsion to join 
a guaranteeing union, but we do not advocate interference with 
any existing system." It is clear that the institution is still 
regarded with suspicion, and stands in need of justification 
against its critics. 

The objection most commonly urged against these unions 
is that aU interlocking of liability between self-contained 
units is dangerous and ought to be avoided if possible. A 
society can fairly accept responsibility for funds which arc 
under its own eye and in its own control, but ought not to incur 
any responsibility for the liabilities of a separate society 
which is independent of it, and which it cannot effectively 
watch or check. The answer to this objection is that even 
in a central bank in which primary societies hold shares, some 
interlocking of liability takes place. The difference betw'een 
a central bank and a guaranteeing union in this matter is 
mainly one of degree. The societies joining a guaranteeing 
union can accept a greater mutual liability than those that 
join a central linking union, because they are in a position 
to maintain a far more effective and thorough mutual super- 
vision. It is true that the liability of a union is contingent 
only and is not secured on any nucleus of actually paid-np 
cajntal as in a Central Bank, but the power of the union to 
control the outside borrowings of its members enables it to 
regulate the extent of the risk which it undertakes in light 
of its thorough local knowledge, and at the wont the risk und^- 
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taken by it is strictly limited. Even nervous and cautious 
societies af^ a Uttk experience cease to feel antdety about a 
lialnlity which is so fuUy under their own control. Further, 
the union itself, owing to its restricted area forms a very real 
unit of which the individual societies in certain aspects of their 
work may be regarded as merely sub<divisions. It might be 
fairly maintained tliat since small primary societies are not as 
a rule really self-contained entities, there can be no more 
objection to their becoming responsible for the actions of the 
union than to individual members acceining a similar but even 
more extensive liability on behalf of their nt'ighbours in primary 
societies. 

A second objection lias bet'n suggested by Mr, Wolff, who 
points out that as each society in a union can only borrow 
funds w'ith the permission of the committee representing the 
remaining societies, societies are too dept^ndent on each other's 
goodw'ill and may be tempted to be too indulgent to the 
Elects of others in order to secure a like complaisance towards 
themselves. A similar objection might be tuged to practi- 
cally all institutions organised on a democratic tiasis. Log* 
roUing is a common vice of democracy. Bnt in this case 
union, as a whole, is inspected at least once a year by an officer 
of the central bank, on whose report the maximum credit 
of the wbde union is revised and fi.ved. Slack or unsound 
work in any affiliated society is not difficult to detect and will 
soon bring down the figure of the credit sanctioned for the union. 
The interest of societies is ratlier to insist on strict management 
so that the total credit of the union may rise and more funds 
may become available for all tlie mem^rs than to snatch a 
momentary advantage by low-ering th(‘ standard, with a clear 
fore-knowledge that at the end of the year the whole union 
will sufier for it. 

A more subtle objection has been mooted by Mr. B. A. 
fAllina of Bihar. He rightly insists on the very intimate 
foouection that necessarily subsists betw'een financing and 
superviang agencies, and from this jnemise deduoea that if the 
power oi supervising the assessment of credit and the re^Mmsi* 
biMty for reoovtfy am in effect coneentrated in the Unio^ the 
central bank finds itself robbed of the cardinal funmion 
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of a bank— the gauging of credit — and is reduced to the 
status of a mere issue department of the guaranteeing unions. 
The objection, however, may be regarded more as a warning of 
a possibly dangerous development than as a criticism of existing 
practice. Central banks, as a rule, have their own inspecting 
staffs and are not wi^put means of forming an independent 
judgment on the credit of each union and the character of its 
work. It is true that they devolve some of their powers on 
the local unions ; but they do not give them carte blanche ; 
they provide for an annual enquiry into their work and they 
retain power, as a rule, to reduce or suspend the maximum credit 
granted to a union at very short notice. The unions relieve the 
central banks of many routine details, which can be better 
attended to on the spot, but they do not really trespass on the 
supreme power of a central bank to judge the credit of its 
clients and to decide up to what point it may be regarded as 
good. 

The only objection to unions that rural co-operators, at 
any rate in tlie Bombay Presidency, commonly urge is that 
their societies have to pay half per cent, on their working capital 
towards union fees, while their narrow margin of profit (2| or 2 
per cent.) does not allow them to do this. This objection is a 
short-sighted oiw. Government cannot continue indefinitely 
to bear the whole cost of the supervising and audit staff required 
by societies. As societies gradually take more and mote 
control into their own hands, they must learn to shoulder also 
the burden of paying their own staff. It is difiicult to con- 
ceive any cheaper agency than these unions which depend so 
largely on honorary local work. Moreover, the benefit of a 
maximum credit, which societies may operate almost at will, is 
so great that it is well worth paying half per cent, to secure 
it. 

The advantages of a guaranteeing union on the 
side are obvious. On the moral side the system has a marvelr 
lous effect in inspiring the best village co-operators to widen 
their sympathies and to take a living interest in the general 
welfare of their neighbourhood. These unions have created 
in innumerable little rural centres, where true co-operation has 
struck root, an authority composed of the people, managed by 
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the peejde and for the people, which is steadily promoting 
motual trust and cohesion, e.xtinguishing old jealousies and 
prejudices, inculcating better business methods, a thirst for 
education, and a higher standard of honesty and morality, 
kindling an interest in improved methods of agriculture, and 
making for the general progrc:>s and cnightenment of the neigh- 
bourhood. Along all these avenues, vill;vgc co-operators are 
gradually gaining a clearer vision of what the co-«jptrative move- 
ment may ultimately moan to them. After all. co-opi'ration 
is a movement of the labouring classes, and its future destiny 
rests in their hands. It is only slowly that they can learn to 
grasp the opportunity which is oi'c-redto iliem. The primaty 
society is the first step The second step is the guaranteeing 
union. Its meetings afford a st;ige on which th«‘ little leaders 
of the labouring t lassi s in each obscure corner of 1 he country can 
voice their aspirations and make th< ir influence felt. Nothing 
is more amazing and significant than the burning enthusiasm, 
the unflagging «nergy, and the real business ability that are 
constantly found among the leading members of flourishing 
unions. It is startling lo discover how often the opportunity 
brings out the man and how freclj* the man .siKoids hiin.seli 
and is spent when he secs a great goal Indore him, and is show’n 
the path by which he may attain it. Such are the men with 
whom the future hopes of the movement lie It will not b*‘ 
long before they find tluit the local union no longer affords 
sufficient scope for their activities, and they will demand a 
voice in the division of the larger problems that affect the 
movement, lliey will then take th«; tliird step and demand a 
federation of unions, in which the delegates of central banks 
and other tJTX's of co-operative institutions within tlieir dis- 
trict will b<‘ represented. In Burma this stiig' has .Uready 
been reached in several districts, and district agricultural and 
co-opei.\tive associations have been formed is. fedmitions 
•of unions, to discuss questions of policy and general interest, 
to sen’c as the central authority in a district for questions of 
co-operative administration, and to act as a link l^twcen the 
co-operative organisation and thr; general administration of 
the country as represented by the Deputy Commissioner. The 
lajrt stage will b» the provincial co-operative Council, to whidi 
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every district sssociatioii will send its vepnsentathne. In 
no iHTovinoe of India has this stage yet been reached. Bat 
the nltimate goal Ito which the comjdeted union sjrstem will 
lead up is no longer in doubt. Through this chain of organisa- 
tion a road will be opened up by which the humblest co-opera- 
tor may, according to his zeal and ability, rise to a commanding 
pAace in the councUs of the movement. The local guaranteeing 
union is the platform on which he will 6rst have an opportunity 
of proving his mettle, and the training ground where he will 
learn the lessons of patience, sanity, and practical ability, and 
fit himself to take his part in shaping the economic destiny of 
his country. 


R. B. Ewbank. 



IV, 


CO-OPERATION AMONG FACTORY 
WORKERS. 


Comparatively speaking, industrialism in India is a 
(actor of recent growth ; still the number of pt'ople who 
earn their living principally by factory labour has already 
growm large and it is increasing at a rapid pace. The 
total number of industrial establishments in 1915 was 4.053, 
and of persons working in them stood at 1 , 1 85, 1 47. Since then, 
however, the war conditions have interfered with the normal 
growth of industries ; but the era of development awaiting 
India in the near future during the process of post*war 
re-constructinn is bound to witness a much larger number of 
people dependent upon manufacturing industries for their 
maintenance. 

The major portion of the factory population is employed 
in textile industries; cotton-spinning and weaving mills 
account for nearly 2} lakhs of persons, and an overwhelming 
majority of the number is, of course, to be found in Bombay, 
the capital of the Western Presidenc}'. Next in importance 
ranks the jute industry of Bengal, principally Calcutta, the 
number employed in the jute mills reaching u<’er 2^ lakhs. 
Cotton-ginning and press factories, \vith their 129, 0(H) 
operatives, take the third place ,* while the railway and the 
tramway workshoi» with their complement of over 1 iO,(H>0 
workmen, stand last in the list of industries, engaging over a 
lakh of people. It will be evident from the foregoing that the 
UfeUood of our industrial organism is being centralised in 
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large cities. A great many of otir workmen, however, are not 
wholly urbanised in the sense that they have st^ some 
interest left in the villages from which they have migrated. 
Every year they go back to cultivate their fields. Their 
families reside there, but at the same time the progressive soil 
deterioration, the frequent failure of crops, and the prospect of 
higher wages to be obtained in towns powerfully accelerate the 
tendency toward.** urbanisation, and the wholesale reproduction 
of Western conditions of factory labour in India seems to be 
inevitable and is only a question of time. 

A brief description of the conditions of our factory workers 
will lx* of advantage for the correct appreciation of the 
position of the co-operative movement in the life of the 
factory operatives. A knowledge of the quality of the material 
which co-operation is designed and expected to turn into 
useful shape will be an aid to understand the diverse and inte r- 
dependent bearings of the whole problem. 

Anyone in a typical industrial centre like Bombay, who 
sees crowds of these men, women, and even children going to 
their work early in the morning and returning from their work 
late in the evening cannot help saying that the physical con- 
dition of the average w'orkcr is deplorable. The absence of a 
living wage, a scale of remuneration which takes no account 
of the actual cost of living, and long hours of work, in an 
unhealthy atmosphere, super-imposed upon the evils of an 
insanitary home are clearly reflected in the emaciated bodies, 
pale countenances and sunken cheeks of the men and the 
women alike. The process goes on unchecked until con- 
sumption, anaemia or some other fatal disease claims them as 
its victims and removes a large number of them prematurely 
from the scene of their sorrowful existence. Intellectually, 
their condition is no less unennable. The strain of city life is 
undoubtedly a stimulus to the ncr\’es and converts the stolid 
btill of the cotmtryside into a more responsible animal, but 
the bar of illiteracy makes his redemption from darkness an 
uncommonly difiBtcult task. Physical deterioration is accom- 
panied by a gradual loss of brain-power. Under the present 
system^ the worker has hardly any leisure left for any 
intellectual work, and the nature of duties requiring a merely 
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ph]raical application t»> mechanical contrivaJice aids the latter 
process, with the sad result that the factory worker himself 
becomes a dead machine. His economic condition is very 
miserable. Already driven by want to migrate to the town, 
the system of deferred payment prevalent in tlw mills under 
which the first si.\ weeks’ pay is withheld from the worker 
as a guarantee of continued service puts them directly on the 
road to economic subservience. Thus. then, a iactory w'orkcr 
starts under very unfavourable au,spicc.s. Tin- inevitable 
consequence follows. He has to borrow moio'v from the Harwari 
for his maintenance, as also th.it of his family, .uul thus 
weighted with i millstone round his neck lie proceeds 
but a few paces before he gets a fall. The situation is aggra- 
vated by his ignorance, lack of foresight, addiction to liquor, 
and constant illness in th. family resulting from insufficient 
food, insanitary housing and al)s<*nce of recn ation. It is well 
knovni that the millhands in Bombay liav,- invariablv to borrow 
from Marwaris at a minimum rate of one anna p(*r rup«-e p«»r 
month 7Sper cent. Onc< a workman gets into the 

clutches of the muney-h'nder he can n> ver evtricate himself 
and, in fact, th" incline is so steep that tin fall downwards is 
rapid. 

Thus involved the factory workir In.:, to pay. even in 
normal times, for every one of his requirements a little more 
than the market rate. In a groat many instances, the money- 
lender is als«.> his grocer who sujiplies '*11 credit th'' neeess;i.ries of 
life, charging interest (by selling less) at the rate of nearly I.5U 
per cent, or 2 aiinas pr^r rup*'e every month. In the absi nci* 
of real credit, and alvi of that very essential but equ.ally 
rare commodity called cash, he has un/ortun.itelv no alter- 
native I'ft to him but to rely on his Marwari. It is obviiju- 
that under such circumstances the p<t"r creature c.uinot help 
yielding to his account being debited with exorbitant rates 
out of all proportion to the prices ruling in th*' market. 

This state of things puts the worker irretrievably under the 
thumb of the sowcar. and instanew have Iwen known of peo- 
ple who for fear of the 5(»wcar prefer to stay away from home 
for days together after receiving their pay. .And the usurious 
Pathan or Kabuli plies a merry trade among the Bombay 
5 
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millhands, not a few of whom find themselves strand^ in 
the middle of this dreary existence benumbed out of aU £fe 
and bereft of all hope of emancipation. 

Bnt the worst fate that overtakes him is the moral degene- 
ration resulting from the adverse circumstances mentioned 
above. The liquor shop becomes a place of daily resort, the 
gambling den offers too strong a temptation to resist, and the 
conditions of li\'ing in crowded chawls and of work in the un- 
healthy atmosphere of factories directly encourages sex im- 
morality among the working population. 

To combat aU these evils, several remedies could be 
indicated. Good housing, open spaces, shorter hours of 
work and facilities for healthy recreation are elementary 
necessities to bring about physical improvement. Day-schools 
for half-timers, night classes for adults, and free libraries 
are some of the means by which intellectual better- 
ment could be achieved. To improve the economic 
condition, cheaper credit must l»e provided, freedom 
from the money-lender effected, and habits of thrift 
developed by means of provident funds and insurance 
arrangement. 

AU these measures will conduce also to the moral improve- 
ment of the factory worker, but the latter would principally 
be assisted by raising the general standard of life obtaining 
among his class. The worker must be so taught the benefits 
of a clean and airy house, clean and good food, clean clothing 
and healthful recreation that he should come to look upon those 
as essentials of good living. He should be taught to feel his 
responsibility towards his family and children and to himself in 
his old age by some such mcairs as a Provident Fund and Life 
Insurance. By enabling him to appreciate correctly the value 
«»f money, prudence and self-restraint will be developed, and 
lastly, the provision of an organisation which the worker will 
learn to feel as his own and in the conduct of which he Vill 
directly participate, will be a great impetus to his intellectual 
as well as mond uplift. 

The workman also needs co-operative organisation which 
wUl instil in him an appreciation of the coUective rights and 
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mq^sibilities of labour, and by t^ntrusting to the worker 
a^bare and, finally, the complete control in the actual 
conduct of such activitiet^^ it will rouse self-respect and the 
spiritot self-help and seh-iiuprovement and ensure the worker's 
keen interest in liis \eork. 

Co-opt ration presents a nit»st maguifiietit and powerful 
principle mon suited than any <‘tluT to meet the requirements 
of the factory worker, ( oH»prration does iu»t a)untenance 
rharity as sueh, but is based on self-help. Tlic' (►bjeetion- 
able tendenry to look up t*» others for the amelioration of 
one^sown mmlition finds n«» plaee in tie* etooperative svstem. 
Moreover, roHq)eration is b:is( tl on love and peace, and 
removes thf‘ clash of interests. r<i-oper:Ui*»n can be 
applied to almost everv oiu •»! tht* t vils reb rred to above. 
The least that it will aehuor b>r him. it ri^^htly applied, 
is the imprt»v( ment o| his feonimiir nmdition. The 
ro-(‘perative errdii sc'cn tit'S vn ill him laerlity of cheap 

rndit and in«<lnm from the i^rip nt the mmify-haider. 
The coop<Tanve stores will ^uJ>ply tin* n<‘ressari('s ol 
life of assun d quality at n asruiable prict‘S ruder 
ta VC arable < onditions, tin* r«*qiaitMersliip secietirs tnav 
even m:ik<' ] revision of <;ust;d»i‘* hoimin?.; :o commodation, 
and insuranre a^'ainst uneniployiru nl d';‘ » as« and death may 
also bt‘ provided for on rfj-operative basis, f o-operation will 
further pPAuIe antircanisatioii whit h wdl safe*;uaril bis interests 
Without involvint: him in class am! if intcllit;t*ntly 

pursued and develotvd, will be t ajiabl* ai britiinin#: into bein.i; 
an inducri il eovcriiim nt oi v/hi< h tin' w(»rk‘ r \vill ceas< to be 
a mere " lured hand " as h< iS now. 

Manai;ein< lit of cu-oj>« rat?v‘e insiitutioiis w dl dcvrl<»p his 
intfdlectual and moral faculties, foster prmhnae-. judf<ment 
self-restrcnt and s< K-n Iianrr. Th^* hal>if. of ^ iil>ur(lmatinf; 
p^'^mal intere sts to the larf;« r ceillertive int( rests ed an 
organisation will j[:reatly stre ngthen his nv^ral calibre, give 
him a bn>ader outlook on life, and lastly, if industries come 
to t)e run on coH#perafive lines, thf* wf>rkf r will Ix' hiti owm 
servant and master, moving and growing in the invigorating 
and ennobling atmosplure of self-government. 
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Broadly sfteaking, co-operative institutions for working 
classes wU take four forms: — (1) co-(^rative o^t 
societies, (2) co-operative stores^ (3) co-operative insurance, 
and ( 4 ) co-operative housing ; of these the last two, 
viz., the co-operative insurance and co-operative housing* 
cannot, perhaps, so far as the factor>' worker is concerned, be 
said to have come within the sphere of practical achievement. 
However urgent the need may be, the millhand is probably 
too poor, too little intellectually developed to be able to 
contribute any share towards the capital cost of a tenement 
or to manage such a complicated business as that of 
insurance. 

(I) A co-operative credit society is undoubtedly the im- 
mediate need of the workman, and is the most suitable 
form of co-operation to solve his economic difficulties. 
Owing to the workers’ heavy indebtedness, the necessary 
first step for a co-operative credit society in its rescue 
expedition must he directed towards redeeming its 
members from old debts. If that were too difficult or risky 
then the next step will be the provision of easy credit 
under the usual guarantees prescribed for co-operative 
institutions of this character, viz., collective, liability, the 
feeling of the common bond among members, and close 
knowledge of one another's circumstances, needs, and ways 
of life. Although redemption from old debts comes first in 
the natural order, still there are serious practical difficulties 
in the way of co-operative credit societies undertaking this work 
at the beginning of their career. The average indebtedness of 
a workman in a Bombay mill is estimated at between Rs. 100 
and Rs. ISO. But the same in the case of other working-class 
men goes up to Rs .300 or more, bearing the same or a higher 
rate of interest. But the workman in the cities has very little 
credit and, therefore, the e:q>eriment of advancing large sums 
to him, before he learns the value of co-operation and his own 
responsibility, is fraught with grave risks. It has, therefore, 
been found necessary for practical reasons to reverse the natural 
order and begin with the work of affording the workman cheap 
credit for his every-day needs to the extent to which he can 
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take advantage of the ufier and leave the more difficult tabk 
oi redeeming his old debts to a little later stage. 

The main features of the co-o|>erativc credit society 
among factory workers which should be considered are (I) the 
common bond, (2) the nature of liability, (3) memln rship, (4) 
the sources of capital, (5) loans and their recovery, and (6} 
the management. 

A common locality of residence, a common place of 
employment, a common caste and a common native place haw 
been suggested and. to some extent, tried to secure a binding tic 
for the membership of a co-tiiK-rative credit society, tin? object 
being that the members of the society, ought to know cacli 
other thoroughly and be in a position to keep an eye on each 
other’s conduct and financial transactions. Of these, the bond 
of a common residence would appear to be the strongest 
since it is obvious that neighbours have the greatest 
facility of knowing one another; moreover, it is found in 
practice that a millhand is more likely to change the mill 
than the place of residence, espe-cially so in ^mbay, on 
account of the acute difticulty c.f housing. The bond of 
rt*sidence will, therelore, offer a betti r elenu nt til stability than 
any other bond for at least a very long time to come. But 
this basis presents n rtam special difliculties. The workers by 
themselves cannot get together the necessary capital to run a 
society. .And it inX ariably becomes necessary to obtain capital 
from the mill management and outsid<>rs. Tliis can only be 
done where all the members of the society are under the control 
of the same industrial establishment and the bond of common 
residence is, therefore, unsuiti d to answer the purpose in all 
cases. The facility of recovery of loans is also greater in a 
society the members of which are em|>luyed in the same 
concern, than in one whose members are employed in different 
mills. 

The place of employment offers the ne.vt suitable conunon 
bond. Tlie workmen spend practically the whole day in the 
mill, or better still, the same dep^ment of the mill, 
and are thus able to know one another intimately. Besides, 
^employees of the same concern do develop a sort of common 
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feeling that after all, their lot is cast together. The most 
important advantage obtained in restricting area of operation 
to the place of work is the facility of obtaining capital as stated 
above. Yet another facility is the obtaining of the aid of the 
mill management in effecting n'i:overics of loans from 
contumacious defaulters il the need for such action arisc*s. In 
practice, therefore, this common bond has been more largely 
adopted. 

Some societies have also been started in Bombay for work- 
men coming from the same native plan or for those who belong 
to particular castes, and both these kinds of ties camtotbo 
wholly discarded. Three-fourths of the mill-operatives in 
Bombay come from one district, viz.. Ratnagiri, and they 
belong to a few weU-known castes, ft is, therefore, found 
easy to get a sufficient number of meii to form a nucleus for 
a co-operative credit society from ;unongst men belonging 
to a particular part of the Ratnagiri District or to a particular 
caste. The chief difficulty of forming societies on either of these 
bases is that members of such societies will be found to be 
scattered over a large area in Bombay and there are difficulties 
in the way of their holding meetings frequently, and also 
of their knowing each other Well. A joint tie of residence in 
the same locality in Bombay, as well as of the same native 
place or the same caste, is practicable and gives greater 
strength. 

(2) A co-operative society among factory workers is mi 
urban institution. Unlimited liability is suited to societies in 
villages where there is close touch among members, ^eherc 
members are prepared to stand as guarantee for the debts of 
their neighbours, and where the essential principle of intimate 
knowledge and mutual confidence has full play. In industrial 
centres, such close knowledge and trust among the members 
of a society would generally be lacking. And besides, the 
unlimited liability in villages would be backed by real 
6v.curity in the form of land. This basis would be absent 
among factory workers' societies. Its place wiU have to be 
taken by some sort of guarantee capital to be provided by 
the members themselves. Finally, unlimited liability is resorted 
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to in agricultural credit societies because of the largo needs 
for capital on the part of agriculturists. The requirements for 
societies of factorj' workers will comparatively be small and can 
be raised on the guarantee of the share capital, even though 
supported by unlimited liability. But the poor credit possessed 
by a factory worker renders it imperative to prescribe an 
arrangement which will certainly imp(»se on him a liability 
in excess cf his holdings in the share capital. The necessity 
for such a restriction is obvious. The factory worker usually 
owns no property and lives from hand to mouth. He is 
generally a stranger to Ikmibay and is unable to got credit 
which personal acquaintance altme ran secure, and in a great 
many cases his work in Bombay is of the nature of temp«»rary 
employment. These ar«- circumstances which tell against 
credit, and it is not suq)rising that tht> sowkars impose very 
hard conditions on him .is regards interest atul repayment. 
I'or the same reason the millownersaiid the better paid staff or 
outsiders, who might have money to invest, would fight shy 
of u socii-ty tornied cl factory-wurki-rs, and the problem 
resolves itself into providing certaiti special safeguards in the 
(onstitution of such a society 'vhi< h will induce the depositor 
to invest liis money in u witlnut fear of risk or loss. To 
I Jfect this, it is desir.ible that the liability of a worker 
.'hould be a - jmproniise iH-tweeii the two kinds of liability - 
the limited and the unlimited. For instance it may be fixed 
,it some multiple of the amount of tin- .sliares h<Id by a 
member or. even better, every member made j'lintly lUtd 
severally liable for the society’.s debts to the e.vteiit of a 
eertain amount pt r head. Such a pro\ ision will m-im- two 
ends. It will add to the .safety of the concern with regard 
to the outside capital, and stimulate c\ery memlx-r to assist in 
the recovery of loans. 

(3) It will be apparent, from the same considerations, that 
for the safe and cautious working of a factory workers' society, 
the members at the start must be selected and must be such as 
are temperate and reliable, and their number Ik< restricted to 
enMve that they w'ill really know one another thoroughly. 
Only those who have serv'cd in the mill for at least one year and 
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satisfied the other requirements of the rules, should be admitted 
to membership. The »umb«-r of members should be small, say, 
not exceeding one hundred, and for this reason instead of having 
one society for a big factory, there should be one society for each 
department of. the factory. Although the inclusion of a few 
bc;tter-paid employees, like jobbers and clerks in the mills, may 
be necessary at the start, the fact should not be overlooked 
that their interests are in many cases not quite identical with 
those of the mill-hands, and it w<,uld, therefore, be wiser to 
exclude them from the societies of workers. For them separate 
societies should be started. As tlie society progresses and 
establishes its credit after a certain number of years' tvorking, 
the restrictions may be removed. It is worth remarking in this 
connection that these safeguards have been neglected in some 
of the societies existing at present. For instance, niembership 
in some appears to have been c<»mpulsorj'. As a corollory tothis 
departure from co-operative principles there is another lapse, 
viz., the compulsory recovery of loans through the paysheets. 
Outside compulsion in any f(>rm is against the grain of co- 
operation, and it will be no w’onder if between compulsory 
membership and compulsorj' recovery through the salary- 
sheets the very spirit of co-operation is destroyed. 

(4) Capital may be raised in the usual manner ; there 
should be small shares, say, of Rs. in each, which may be paid 
even by 10 equal monthly instalments, and every member should 
have to subscribe to at least one share. It is certain that until 
the society has built up its credit aft( r some years’ \vorking, it 
will not succeed in attracting outside capital from the general 
investing public. To give it a start, therefore, it is essential 
to enlist the sympathy of factory ow}uts, philanthropists, and 
S3nnpathisers of welfare movements, and obtain from them 
deposits which, together with the entrance fees and the 
share money subscribed by members, would fumi^ sufficient 
funds to begin transactions. To promote thrift among 
members, which Is one of the objects of co-operation, there 
should be a system of savings account in which it should 
be obligatory on the part of every member to deposit a small 
amount monthly. Ibis wiU supplement the working capital 



CO^PEItATIOH AMONG FACTORY WORKERS 73 


ttid inr.ourage the habit of saving among the membrrs. while 
the members will have made scmie provision against thu 
rainy day. In co-operation, promotion of thrift is an 
important factor, and compulsion in this matter is free 
from objections, as it does not proceed fi-oin outside sources 
but from the co-operative credit society or, in t»ther words, 
from the general body of members, 

(5) To guard against risk during the initial Stages of a 
factory workers’ so<'icty. loans should not be granted for a 
period exceeding one year, and must be made payable in 
monthly instalments. Moreover, it should be ruled that 
the sums due from a member of the society shall not exceed 
his six months’ pay. With these restrictions, and the saf«- 
;;uards provided in respect of the selection of members, tlie 
I xtentof individual liability, the compulsory saving and, lastly, 
the two sureties which the borrower will be required to provide, 
the margin of risk, if at all, is bound to be very small indeed. 
And the position of the society could be further guaranteed by 
limiting the amount oi loan to a member during the first 
two or thre*' years of membership to a rerfahi amount, 
say Rs. ion. uhieli may later on be enhamed. Recovery 
through paysheets is ilie ultimate i< source which should 
never be employed as a rul<- but »>r!!v in such individual cases 
where all other means of bringing the member to realise his 
obligations have failed. It is thought by many eu-operators 
that deduction, ;is a rule, from wages is necessary to ensure 
success in the eas<' of factory workers’ s(w;ieties. But. as has 
been explained, the niodt* of compulsory recovery will not 
conduce to the growth of the true spirit ol co-operation. The 
ideal to be aimed at is that the borrower’s repayment should 
be not only punctual but voluntary, and the adoption of 
compulsory recovery through the salary sheet a.s a general 
rule of working, is not calculated to assist in th ■ attainment 
of this ideal. 

In regard to loans, the poor initial credit of a factory 
worker renders the task of redemption from <rfd debu ont 
of the question for the first two or three years of a society. 
T fmtta advanced lor this purpose most of necesdty be of larger 
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amounts, and the society may be iO-adviaed in accepting the risk 
involved during the firrt few years of an employee's member- 
ship. At the same time it has to be borne in mind that a man 
involved with the money-lender cannot easily avail himself 
of the advantages afforded by membership of a co-operative 
society. The sowcar is naturally jealous of the society and 
would not scruple to give a few turns to the screw to pin doam 
his prey whom the society desires to extricate from his 
clutches. For some time, therefore, a co-operative society 
will have to moderate its altruistic ambition and refuse 
admission to such extreme cases until it has built up a strong 
position. There will, however, be a great many persons 
who are not so hopelessly in debt and could be taken, provided 
the society undertook to furnish sufficient loans to cover their 
current needs and leave o\ er the question of their redemp- 
tion from old debts for a certain period. It need not be added 
that the repayment of loans granted for the purpose of redemp- 
tion will have to be spread ov'cr a much longer period than 
one year. 

(6) In connection with the management two points 
require to be specially noted. One is that although some 
educated men from among the jobbers and clerks w'ill have 
to be put on the managing committ<<' to ensure intelligent 
working at the start, tlie ordinary workers also must In 
directly represented thereon. Especially should this be 
done in view of the ultimate aim. viz., that the society 
should be wholly managed and «;ontroU«fd by the workers 
themselves. It is a trite axiom that the best school for self- 
government is self-government itself. It is of the highest 
importance, therefore, to give the worker a share in the 
management and the control of the society. This will train 
him in the task, and as time goes on it should be possible to 
transfer the full responsibility of management to his shoulders. 
Self-reliance is one of the aims of co-operation, and the fulfil- 
ment of this aim will only be found in the transfer of control 
into the hands of the factory worker himself. Such a consum- 
mation can, of course, be reached by gradual steps. Meanwhile 
it will be necessary to establish a central supervising board 
with certain statutory powers of control over the managing 
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committee of the societies. Such ft board should consist 
of some experienced coHjperaiors belonging to institutions 
dedicated to social well are. sonic representatives of the mill 
inanajgement. and delegates from tht affiliated societies. The 
principal function of the board will hv to advise the managing 
committee, and through them to instruct ihc secretary in such 
matters only where the society tends to work contrary to the 
rules or to th«' true inten >ts of the movement, and to discharge 
this duty effectually the advisory fiinttion of the board 
must be backed by the power to veto, in certain twtreiiic 
oases of mismanagein^ itt the resolutions of the managing 
commit let . 

Constitutions ot boards <»1 tliis tVT'e will pave tin 
vNiiv to organii^aiion o! unions ot co-operative soi iiiies. For. 
as the lepreSentaiivo ol the so<‘ielit‘S de\tIop tlje true 
sj^ it 01 eo-operatiou. business knowledge and training lor 
efficient mahagontent. and a high standard ol integrity, if 
^vill be feasible i<»r tin* ouisidt t leiut nls on the board to with- 
draw and leave the soeif ti!‘< to eonduct iln ir union themselves. 

To ensure goo<l working, training <la8s<s ior seeretaries 
(>i societies sluMild Im iij>en»<l and at langeiueiits made to 
instruct nu mlx rs and espe» rally meml»rrs of ih» managing 
! ommiliees. in the duties and resjionsibiluies of tluir posts. 

The next urgent ne« d oi the tactoiy worker would seem 
i»> be the supply oi the various articles ol daily use at a 
reasonable pric<‘. A co-opi rativi’ store requires large capital, 
and to met i the minimum necessary exjK ntk^s ol rnaiiai;* 
Uient and to ensun a projKi dividend on the saiiw 
a lar/,'t' salf is necessary. It is obvion^ thrn that the 
area of opfTation should be sfjmevvbat larger and membershij* 
large as possible. Still the im inbcrship would be lestrklcd 
to the operatives oi the same mill or to the residents ot a small 
locality so that members w ill not hnd it difficult to go to the 
store for their purchases. The management of a store ta a 
far more difficult affair than that of a credit society. The work 
oi making purchases in the proper market and in the proper 
season, of selecting the proper qualities of articles and of fiidtalg 
pricei^ requires more than ordinary intellectual capacity and a 
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proper knowledge of business. The management entails larger 
e^nses, more regular and iu;cnrate keeping of accounts of 
vartons kinds of transactions, and is liable to greater risk resul- 
ting from fraud in management. For this reason, it is of the 
greatest importance to stick to cash sales only as outstandings 
on account of sales on credit are found by experience to be very 
difficult of recovery in full, and the institution is exposed to 
great loss. Moreover, workers being possessed of very little 
capital it is of the highest importance to have all available 
capital rapidly turned over to be able to carry on transactions 
on a large scale. For this purpose cash sales arc absolutely 
necessary. As far as possible, the sales should be restricted 
to members only so that the society would always be in a 
position to form an estimate of the stocks required. But a 
S3rstem of prospective membership may be introduced by 
keeping a record tf names and addresses of non-member 
purchasers and by transferring the bonus on their purchases 
to their share account. Payment of a bonus on purchases 
after a certain period is a very useful means of attracting 
and retaining custom, but in order to increase' the capital 
of the stores and to increase the number of members it is 
suggested that such a bonus instead of being paid in cash 
should be credited to the purchaser’s account with the consent 
of the purchaser what he is a member and, necessarily, w’hen 
he is a non-member. In the latter cast* shares of the amount 
would be issued to him in due course. 

The worker's indebtedness to the Marwari, and the 
exorbitant prices he has to pay for buying things on credit, 
makes the establishment of co-operative credit societies a 
necessary condition precedent to the forming of stores so as 
to place him, by redemption from old debts, in a convenient 
position to avail himself of the benefits of a co-operative 
store. Further, it must not be expected that relief from old 
debts, alone will put the worker beyond the need of borrowing 
for current needs. To provide for this, the necessity of 
a co-operative credit society in conjunction with co-oper- 
ative stores becomes apparent. In fact, a co-operative 
credit society, co-operative stores and co-cqparative insurance 
are but links in the golden chain which is destined, 
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If f<»ged in the true spirit of the reformer, to effect not 
merely the economic liberation oi the worker but also his 
moral regeneration. 

It is perfectly tnic if wc give a man a good house to live 
in it will go more than half way to make him contented 
and happy. Moreover, the congestion in large cities, 
and especially in Bombay, is at present so acute that no 
time could safely Iv lost in grappling with the problem of 
housing the labouring population. But on .account of the 
rise in the price of land and building mat(‘rials. it has b<?come 
most difficult to provide sanitary and comfortable houstrs for 
working class people at rents within their means. Moreover, 
the working classes in their present condition cannot siH'ure 
the necessary capital for starting either co-op<'rative building 
societies or co-partnership so<ietics. Taking Rs. to 

Rs. !,300 as the average cost oi constructing a working class 
home, the workmen’s iKTsonal share oi tlu- capital must Ik* 
about Rs. 4oft which he cannot W e.xjiected to [xt.ssess or 
even secure. The only possible way, iintb r present conditions 
seems to lie in the workmen eO'OjM'ratini.; or rather 
combining to b ase tin- Itous* s in whkJi they reside, 
leasing of house j>rop<‘rty is not uncommon with Bombay 
landlords, and the prosp»'cts oi tenants' rombinations ior 
this purpose will not prove distouraging Co-partnership 
housing societies. co-opt*rative building soiieties and gardt ii 
cities on co-operative lines have been cstabli.shed in England, 
and a few e.xpcriments on these lines deserve the serious atten- 
tion of those who are anxious for the solution of the problem 
of the housing of the working classes, especially in Bombay, 
If Government and the mill-owners provide sufficieni capital 
and cheap land, institutions of this kind are not beyond 
the range of possibility even in India in the immediate 
future. 

(4) The .Asiatic is a believer in iate, and the Indian is a 
proverbial fatalist, but our present-day factory worker 
is the truest type of the Indian in this respect. He is 
improWdent ; he does not and cannot make provision against 
skkness. unemployment, old age or death. He is to work in 
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environments which make him liable to disablement by 
accidents. If the injory results in permanent incapacity to 
work for his livelihood he has nothing to fall back u}>on. 
If it ends in death his dependents are cast on the tendt^r 
mercies of the cold world. In order to remedy this state of 
affairs, two things are essential, viz., fostering habits of 
thrift, and insurance against accident, sickness and deatli. 
The latter could never succeed without the former. The idea 
of insurance postulates tlie « xistenco of an intelligent desire and 
ability to save. Co-opc-rative credit societies are very well 
suited to create them both. The point serves to illustrate 
further the truth of the remark that the various forms of 
co-operation are so clost-ly interdependent that they form 
part of a whole scheme to btdter the worker’s lot. 

Leaving aside the <iuostion of what the worker can. tin 
unaided, it is a most unsatisfactory system to allow lari.-' 
employers of labour to profit by the sweat of the work raj n 
without making any arrangements to compensate him in time 
of distress or death through accidents occurring in the eours.' 
of work. The establishment of a system of gratuities and 
provident fund is, therefore, essential. Compulsory sub- 
scription to the provident fund is an excellent form of insurani 
against the rainy day. But the real remedy pertinent to the 
subject is to be sought in a general scheme of insurance based 
on co-operative principlc,s against the usual mishaps insepar- 
able from the present conditions of a workman's life. 

In England, the Friendly Societies which are registered 
under a special .\ct, do the work of life insurance aniongs: 
the working classes. In India, as the scope of the C4)-operati\'- 
Societies Act of 1912 is sufficiently wide, there would seem 
to be no objection to co-optwative insurance societies bein;,' 
registered under it, and one would very much like to sec* a 
few experimental efforts made in this direction. If the 
Registrar of Co-operative Societies were to frame model rules 
for institutions of this character and prepare the necessary 
insurance tables to guide them, there is every prospect of 
this necessary branch of the co-operative movement making 
a start in the not verj' distant future. 
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Co-Operative prodaction is easier in agricnltnre and cottage 
industries, and the application of the principle to large 
industries in which the labouring classes are concerned 
is very difficult at this stage. This branch of co-operative 
effort, therefore, will have to remain a rather remote ideal 
considering the economic and intcllectua) limitations of our 
factory workers. But in our labours to develop the co- 
operative movement we cannot afford to lose sight of this 
ideal, for it is undesirable that when industries come to 
be run on co-operative lines the workmen will have come 
into a commonwealth of their own far brighter than even the 
most optimistic co-oix‘rator could hop*' for. ( o-operaiive pro- 
duction will provide a field for seli-govi rnmeni as nothimt 
else would, and the feeling of owmiship witli its attendant 
si-nse of responsibility will help t<i maintain the constant and 
intelligent interest of the worker in the conduct of the industry 
itself. 

ft will be oi inti rest to know wh<T«' we stand at present 
in regard to co-operation among factory workers It 
must be at once admitted that co-ejn-ration has 
not yet been appreciably apftlied tor the wilfare of the 
lactory worktrrs. In Bengal, Madias, ( , I*, and Itihar and 
Orissa no co-operative socieiit s have lum at all st.arted for 
factory workers. In U. P. there is a i o-o]« rati\e sfviety in 
the Lalimli Woollen Mills for the einj'loyees .it ('.iwnpore. In 
Punjab there is also a .society in the New l^aslcrn Woollen Mills 
at Dhariwal. It is only in the Boinhav Presidi ncy that 
such societies have made some headway .Vbont .^n societies 
intended mainly for factory workers lur-e so fat bien regis- 
tered. But out of these not titon than ten have got more 
than one year’s e.vperience. Out of tie ten soeiefies that have 
Iwen going on for some years half the number are in the moiussil 
and the other half in the city of IV.iubay 

Co-operative credit societies ^•.•ere first started in Bombay in 
the Western India and other mills. The attempt was a failure 
on account of the lack of due appreciation of the difficulties 
and of the necessity of teaching the workmen the principles 
of co-operation and oi making them responsible for the manafiv- 
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ment of sodeties. But the Tardeo Milibands’ Society in 
Bombay has a different story to tell. This was established 
in 1912 and started with 11 members. Most of the members 
were the servants of Maneckji Petit Mill 5ta5ring at Tardeo. 
Although really a millhands’ society, the membership was 
not limited to workmen of any mill. The common bond 
among the members was that of residence in one locality, viz., 
Tardeo. In 1918-1919 the number of members was 69. The 
amount of outside deposits is Rs. 379-3-10. The main portion 
of the capital being supplied by members themselves. Since its 
commencement , only 2 members have left the society, and 
the strikes have not affected its fortunes at ail. 

The Morarjee Goculdas Mill Society started in .^pril 1915 
and represents another type. Th(; membership of the society 
is confined to those who work in the mill irrespective of their 
residence. Within a year the number of members rose from 
79 to 126. The loans advanced amounted to Rs. 2,585 in 
1915-16, Rs. 4,713 in 1916-17, and Rs. 9,756 in 1917-18. The 
maximum of a loan has been raised from Rs. 5t> to Rs. lf)0 
per individual. Within two years of its start, the society 
effected the redemption of 21 members from old debts, and 
in spite of three strikes during a period of three 5'ears, 
the society's position has not been materially affected as only a 
few. about 20 members, left the mill for good. The working 
capital of the society isRs. 4,96tt. The deposits are supplied 
by members and other men connected with the mill. Recov- 
eries of loans are made direct from the members ; only in very 
few cases loan instalments were deducted from the pay- 
^eets. 

The Broach Industrial Mills Employees’ Co-operative 
Credit Society started in July 1911 nith only 15 members, the 
membership being confined to the workmen in the mill. It 
made fair progress till 1914. In 1913-14 a store was attached 
to the society, and the retail sale of the cloth manufactured in 
the mill was entrusted to the society by the mill compan}'. 
Goods were sold at the society’s shop at cost price, and a 
bonus was given on the purchases in order to induce employees 
to ioin the society and to be able to buy from the shop. Later 
on. a kitchen was added to prepare articles of food and drink 
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vsaaUy required by workmen. During the same year a mill- 
hands’ school and a dispensary were helped by the society 
with a contribution of Rs. 125. In 1915. however, when the 
mill went into voluntary liquidation the co-operati\’e society 
was confronted with an anxious situation. Its business had 
to be suspended, but on the mill restarting its work, the society 
resumed its work w'ithout any loss. The co-operatiNT kitchen, 
however, which was stopped as it did not pay, was not 
re-opened. The store too was closed in March 1915. The causes 
which led to this action arc not clearly known. But the 
following remark by a local leading gentleman connected with 
the society gives a clue to the affair. " The business of the 
society was greatly discounted as it could not be conveniently 
carried on on account of the Mill .Agent's firm.” 

When the mill changed hands, the sympathy of the new 
lessee w’as enlisted, and the society’s work was recommenced 
under better auspices. An insurance department has since 
been added, and to encourage poor members to insure their 
lives up to the amount of Rs. 250 each, the Registrar’s permis- 
sion was obtained to the society pajnng the first year’s premia of 
such members. Another item of interest is that an amount 
up to per cent, of the society’s profits earned in 
1916-17 was distributed to female workers in labour 
and to incapacitated male workers. A third interesting 
item is that the society spent Rs. 100 out of its Rcserr'c 
Fund in granting relief in the shape of medicines, milk, 
and cloth to cover the dead bodies, to poor afiliated mem- 
bers during the Influenza epidemic. The society has been 
fortunate in securing some deposits from non-members. The 
recoveries of loans are made from the pay-sheets. The society 
seems to ^ve a very fluctuating membership. But as the 
amount or loans given is generally limited by the wages 
actually earned by members, but which arc lying with the 
company on account of deferred system of payment, there arc 
no cases of bad debts. 

The Hubli Mill Co-operative Credit Society was started 
in January 1914. The number of members increased from 499 
in 1917 to 721 in 1918. Interest on fixed deposits is pmd up 
to 6%. During the year ending March, 1918, loans amounting 

6 
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to Rs. 10,698 were advanced, while the amount of bad debts 
was only Rs. 1-13-9. For the same period a dividend of 8J% 
was declared, besides a certain portion having been carried to 
the Reserve Fund and to the balance of next year. The total 
capital of the society is Rs. 6,000, including Rs. 2,600, the 
amount of paid-up shares, and Rs. 3.400, the amount of 
deposits from persons connected with the mill. A fact of 
interest in regard to this society was that though there were 
strikes in the mill, the society was not affected as the workmen 
always resumed duty in the same mill. 

The Pratap Mill Co-operative Credit Society of Amalner, 
in Khandesh District, has also a very good record. It was 
started in January 1916. , The number of members in 1916 was 
71, in 1917 was 132 and in 1918 was 340. Deposits which 
generally have been obtained from members rose from Rs. 937 
toRs. 9,640, and loans advanced from Rs. 2,075 to Rs, 10,112 
during the year. It is interesting to note that of this latter, 
Rs. 5,873 were given for the redt'mption of old debt.s. This 
society too has certain special features. Some members, 
with the help of a substantial loan from the society, have 
started a cheap grain shop for the mill emphiyoes. Some 
other members have started a night school for imparting 
primary instruction to the operatives. But tlie most attract- 
ive feature is the society’s scheme of Provident Fund, 
which already claims over 300 members out of the 
society's total membership of 340. Under this scheme a 
member joining tlie fund must deposit a certain proportion of 
his earnings, while the society adds to his credit a bonus from 
its own funds. Tlie utility of such a fund in promoting thrift 
ensuring a compulsory saving, andeffecting reasonable provision 
against the mi^aps so incidental to life, is unquestionable and 
is fully demonstrated by the fact of the vast majority of the 
members having already joined the Fund. 

The Co-operative Credit Society of workers in the Gokak 
Mills has also a flourishing record. The mill-hands there are 
said to be more or less free from the \dce of drink and not in 
the hands of sowcars. A large number deposit more than 10% 
of their pay in the co-operative society. Experience of satis- 
factory working led the management to open a store which, 
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however, had to be closed after working for 2J years, the 
reason given being difficulties of correct management and 
the tendency to petty peculation by employees.*' To tbe»? 
must be added, as is evident from the rt^cords, the absence of 
a strict regard to the requirements laid de»\vn in the soriety's 
rules as regards the management. 

The Lalimli Co“Opt*rative Society, Cawnp' rv . was started 
in 1914 with th*' t»bj<Tt ef assisting the members \n obtaining 
the necessaries of lift* ai reasorabh* rates, to pro\ide them wl»im 
}K>ssible with loans and iv encourage among rliem luibits of 
thrift, self-help and co-operation. 

The membership is open to all tlie cmplovees of the 
('awnpore Woollen Mills, and the managetnont is in the hands 
of an e.xecutivt' committee electod bv the members with the 
manager of the mills {who is also a member) as cx-offkio presi- 
dent. There are otlter sub-committees also to help the executive 
rommittet\ 

The memberstiij) consists of about a hundred office men 
and about :{oo worknu n m*>stly residing in ilie woolhui mills' 
settlement, Mo^t of flit' workmen who lia\i joint'd the society 
are as good as pennant nt t mplt)y<'es. having been in tlu^ 
mills for years, in >ome easts ft»r mon‘ tlian a eo urration, and 
the changes in meinbt rship have, theit Ion*, not been very 
frequent, Even when tlu nn inbers et) tt> th« ir lionxt s they 
^ a\'e pari of their family at th»' s» ttU luent and return a.gain. 

The society t arries on twn kinds (»f business. 7»/v ; — (1) 
supply of provisions, and (2? loans tt> nvunlMU's. h'or carrying 
out the first <»bject. lie- soeitUy has established a store of 
food-stuffs and e>ther arlirh s of <laily use refjnin'd by work- 
men. The sales at the ston* art* generally for <‘;isli, but credit 
IS allowr d tif to tile limit of the fortni.ghtlv wages of a 
member on the recommendation of the head of liis depart 
meni. Tlie credit purcliases are paid off at the siibsequent 
pay-day, and if a member fails to pav, thr* company under- 
takes to help the society if requested to do so, in realising the 
amounts due, but there has been no need so far to ask 
for such help. 

The loan business is carried on with members on their 
personal security. The committee makes full entiuiry into all 
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applications for loans and also sees that the loans are proper- 
ly utilized. The maximunt amount of a loan is Rs. 100. No 
one can owe to the society more than that. The company 
has undertaken to help in the realisation of arrears, but there 
has been no occasion yet to ask for its intervention. , 

The society has throughout been able to carry on its or- 
dinary business with its share capital and a few small deposits 
from members. Loans arc taken from the company only at the 
harvest time for the puipose of stocking grains for the 
year. 

The general effect of the society has been that the work- 
men get their provisions at their doors at the market rate and 
of good quality, and they can also get them on credit for a week 
or so if they cannot manage to pay for them immediately. 
The borrowing is done to a very limited extent by the work- 
men. Only the office staff, the peons, and the better class of 
workmen such as misirics, etc., indulge in it, the rate of 
interest charged from the members is only 9|%, the prevailing 
rate at which the millhands generally borrow being 75%. 
The profits are distributed among the members partly as 
dividend and partly as bonus. 

The foregoing details of a few typical co-operative societies 
among the factory population both in Bombay and the other 
industrial centres, are sufficient to convey some idea of the 
extent of co-operation among this class of people and the degree 
of success or failure which has attended it. Briefly, it may be 
stated that the extent is very small, or, in fact, we have barely 
touched the fringe of the problem, while the period which has 
elapst'd since the experiment started is too short to enable a 
fair conclusion to be drawn as to success or failure. The results 
so far obtained are, nevertheless, encouraging, and the effort 
must, of course, be continued on a much wider scale than at 
present. This is now attempted by the Social Service League 
of Bombay, which has already succeeded in establishing a 
dozen co-operative credit societies among the millhands 
working in the Currimbhoy Ebrahim mills, and nearly 20 
more amoi^ the. men working in the Tata Coy, 's concerns in 
Bombay. The principle adopted in starting these societies 
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is to start one society for each department in a mill, the 
common bond adopted being the place of work. The capital 
required has been supplied by the factory-owners. The 
mi n imum amount of loans given is equal to four times 
the monthly salary or five times the amount of shares the 
member holds, whichever is less. Recoveries of loans 
are made from members direct and not from the pay- 
sheets. 

To sum up, some of the difficulties which co-operation 
among factory workers has to ci>ntend with have been 
describc*d in the foregoing pages. The most striking of these 
may again be brit fly alluded to here. The factory workers' lack 
of credit easily occupies the first place. 'Fhe circumstances 
in which he starts life in Bombay, and then continues it per- 
force, are all against him in this respect. He comes to the 
city a stranger, and that too a needy one, in search of tlio means 
of subsistence. lie has no friends of position to help him to 
tide over the initial period before he finds einjdoyment. 
When he d<.H‘.s find employment his earnings of .six weeks m tJu* 
mill are withheld. Thus he gets involved with the .sowcar, 
and the story of his further troul)le.s is an ettdless one. lie- 
started with no credit and he earns none. Sometimes he gets 
into the habit, which in a great many cases is the device of 
despair, of changing the mill and also his residence. Such 
a state of things is bound to re-act on any co-operative* enter- 
prise started for the benefit of this class of people. In the 
absence of solid security, cither lands or ornaments, co-operative 
centralbanks will not lend money to factory workers’ societies. 
With the lack of real credit such .societies w'ill be unable to 
attract deposits and investments from outsiders. The 
difficulty of obtaining sufficient capital to start tninsactions 
is no small one. It is, therefore, obvious that the '‘mj>loyers 
should be willing to advance in the initial stage a certain 
amount of capital to the societies establislicd for the benefit 
of their workmen. The various safeguards laid down in the 
constitution and working of such societies should .substantially 
reduce the risks involved in such a course ; moreover, it has 
been found by experience that the number of people who 
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keep on moving from onr- mill to another and frequently 
change tlieir abode is after all a small percentage of the total 
number of members, and no society among those which arc 
started has ever come to grief on this particular ground. It 
is true that recovery of loans from factory workers is at times 
very difficult owing to the facility with which they are in a 
position to change masters, but in the larger interest of both 
the employers and the employed the risk is worth taking, 
and employers wJio are used to take risks in their business 
undertakings should look ujjon this problem of the economic 
and moral improvement of their workmen as a business proposi- 
tion — for such it is— no less than a moral and a social prv)- 
blem. 

There is, however, a spccialdifficultyininducingthecm- 
ployerslo look at this question from this particular point of view. 
A network of co-operative societies among workmen binding 
themselves into larger unions and subject to the control of a 
central body will certainly encourage the spirit of combination 
among them. (■onc<'rle(l action by them vvill become possible, 
and Government and employers as wdl will find in this a great 
convenience to deal fairly and efficii nlly with the varied labour 
problems certain to arise in the future. It is generally be- 
lieved employers may be rather diary of doing anything to 
encourage the giowtli of co-operati\e societies which might 
tend to promote combination among workers and thus facili- 
tate or encourage labour strikes. This may not prove an 
imaginary fear, but at the same time experience of the West 
and the recent experience t f strikes in ^mbay, Ahmedabad 
and Madras amply demonstrate the fact that it is in the public 
interest for the Government and the employers to be in a 
position to deal with organisations of workmen rather 
than with unorganised and ignorant groups liable to be swayed 
by passion and prejudice. The Bombay and Ahmedabad 
workmen have given us a rude shaking ; they have proved 
that the absence of organisations among them is no guarantee 
that strikes will not occur or, on breaking out. will not be pro- 
longed and bitter. On the other hand, events are marching 
fast towards a stage when combined manifestations of labour 
unrest will be a frequent phenomenon of our industrial life. 
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and the Tramway Union in Madras, which last the employers 
have after a stiff fight been compelled to recognise, is a clear 
indication of the direction in which the wind blows. The best 
part of wisdom, therefore, lies in not wasting effort in trying 
to stem the inevitable and prolong the duration of the hate- 
ful class-war but to guide the now tide as it comes on into 
channels leading towards a mutual n'cogniiion rigliis and 
responsibilities and a full appreciation oi the common interest 
of the employers and the « iui>loved. .\ just eiujdoyi r should 
have nothing to fear from a si-li-roivcting workman, and 
similarly a good workman from a symjiathelic «'mployer. 
This supplies the ke\ to tlic situation The employer must 
be just and S5’mpatlu tic and tin- workman giuid and self-res 
pecting. Here we are concerned with the latter, and tan 
conceive ol no better instrument to make the workman good, 
reliable and self-n speciing than the co-operative movement. 
This movement, based as it is on the principles of mutual 
obligation, self-hi Ij). harmony and integrity, carries in itself a 
guarantee ot a product— the workman to-operator free of 
hatred, revenge, and revolt. Hy i fleet ing the economic and 
moral improvement ol tin workrnaji. < o-operaiion will have 
largely removed tiic cause <)t dis<ontent and thus knocked the 
bottom off the " casus l)elli ' bdwi'f n t apital and l.abour. 
Co-operation is a constructive movement bast d t)n peace and 
good-will, while trade nnioni.sm is a movement based on conflict 
and hatred. If, howt w r, i o-operation is not » neouraged, tradi 
unionism i.s bound to come. It is only natural that during 
the period of a strike persons int* rested in the fortunes 
of co-operative credit societies started in mills should feel 
nervous ; e.xpericnce shows, however, that after a strike the 
personnel of a mill generally remains very much the same. 
It is true that the strike difficulty cannot be wholly got ov’cr. 
but it must be rememben-d that co-op»Tative rnganization 
promotes personal touch and better understand'.ng between the 
employers and the employed and improves the economic 
condition of tlie workers effectively enough to check the 
tendency to strike. This is certainly far more desirable fhan 
that the workmen's combinations should lapse into militant 
bodies like the trade unions of the West. 
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The Unes on which the development of co>opemtion 
among factory workers should be sought have been 
indicated under the different forms which co-operation 
can take when appiied to the factory workers. Co-opera* 
tive credit societies should be started on a very much larger 
scale than heretofore. These will lay the foundation on which 
the other forms of co-operative enterprise can be successfully 
reared. Co-operative credit will effect the worker's economic 
betterment, and by extricating him from the iron grasp of the 
sowcar will make him a free man to profit by the institutions 
for the co-operative purchase and distribution of articles in 
daily use which must be encouraged and established for him. 
Co-operative stores are a complicated affair no doubt, but 
they arc an extremely urgent necessity. They are important 
as ameliorative agencies, and special efforts must be made 
to bring them into existence in larger numbers. As it is, 
the number of co-operative stores is so small that it 
is negligible. Co-operative credit and co-operative stores 
constitute the outposts to the building and to the strengthening 
of these immediate attention should be directed. They 
should be rendered unassailable in the great task of raising 
the state of siege in which the factory worker finds himself at 
present. In those of them which are most favourably situated 
experiments as regards insurance, provident funds and the 
like may be introduced. The problem of co-operative housing 
too cannot be entirely left aside. The employers and Govern- 
ment ought to supply sites at a cheap or nominal price and 
provide a substantial portion of capital. If this is done, the 
greater difficulty will have been surmounted and the experi- 
ment can proceed with a better hope of success. The risk 
here will be less, as the buildings erected W'ill be mortgaged 
to ensure the return of the mony advanced for their construc- 
tion. 


N. M. JosHi. 
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It was to be expected that, as a great agricultural country, 
India would witness, in the first instance, a great development 
of rural co-operation. Nevertheless, India needs no less the 
growth of co-operatkn on the urban side* In order to 
develop Indian commerce and industries, to carry on the war 
with usury in the towns, and to help the formation of our 
artisan and working classes on healthy lines, we want urban 
banks. We might describe urban banks as institutions that 
are meant to meet the needs cf the middle classes, in parti- 
cular of shop-keeping and industrial classes in the matter of 
credit. The term urban societies covers various agencies for 
extending such credit — peoples’ banks, employee^*' societies and 
communal societies. Although these institutions cater for the 
needs of different classes of urban inliabiiants, they lend them- 
selves to one general investigation and to a .synoptic view 
inasmuch as they have common characteristics of consider- 
able importance which distinguish them from agricultural 
credit societies. 

The first thing that strikes the student of these differ- 
ent species of Indian urban societies is that each of these 
varieties has taken advantage of local cirrumstanoes to develop 
itself markedly in some geographical division of 1 idiu ; thus, 
employees' societies have achieved the greatest development 
in Bengal ; peoples' banks have flourished most in the Bombay 
Deccan and Madras, while caste-societies have manifested 
their strength chiefly on the eastern coast. This is the state 
of things at present, but it is safe to prophesy that in the near 
future India might witness a general growth of employees' 



90 


INDIAN COOPERATIVE STUDIES 


societies, and that these societies will lead the way in the 
development of urban co-operation. 

It is not meant by this that we should be content with a 
considerable development of employees’ societies ; the true 
harvest of benefits from urban ro-operation will not be reaped 
until the country is covered by a widespread organisation of 
large and small peoples’ banks in the true sense of the term. 
But, as it is, employees’ societies possess special advantages as 
regards formation, working and combination. 

The name “ urban societies ” docs not imply either 
that urban banks arc in no way to supply rural credit, nor 
does it mean that agriculturists cannot be members of such 
societies. In Germany, cultivators have formed a large part 
of the membership of the Schulze banks, and in Italy popular 
banks have rendered great services to agriculture. In 
India, too, there is no hard and fast rule that urban banks 
should be composed e.\cliisively of non-agriculturists, and here 
again urban banks have financed rural societies. Neverthe- 
less societies formed mainly to ser\'e the interests of non-agri- 
culturists must differ in gc-neral policy and aims, in business 
methods and organisation, and to some extent even in .spirit 
from those formed mainly to help agriculturists. The agri- 
culturists of a village form a compact group and the members 
of a rural society live in daily and hourly contact with each 
other which renders the apjilication of the principle of unlimited 
liability possible ; they are a settled community which cannot 
easily dissociate itself from the land and hence their creditors 
have a better hold on them ; they are a fairly homogeneous 
group and therefore there is no need for many diverse types 
of rural societies ; their financial needs are easily calculable, 
allowance being made for seasonable fluctuations. In all 
these matters there is a wide contrast between urban and 
rural co-operation. The middle classes, the businessmen and 
artisans do not form groups which are either compact or 
homogeneous ; consequently the members of urban societies 
cannot accept unlimited liability for each other’s debts and the 
society must be bound together not by a single nexus but by 
a variety of bonds. Again, urban societies render indeed great 
services to commerce and business, but they arc thereby 
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brought into touch uith the dynamic conditions of high finance, 
and a commercial spirit is lu ci ssarily infust d into them. Finally, 
short-term lending ami quick turnover of capital are of 
the essence of lomnurcial business, uiiile the repayment of 
the agricultural loans has to wait \\]X)n tlu* periodicity of the 
productive operations of nature. These contrastt'd features 
will explain why in urban societies “ the eo-opeiative safe- 
guards are not gt nerallN* so well dt ieloprd ’ On the other 
hand, the business atniosi>Ih n of urban gnuips gives certain 
special advantages U) urban co opi ratimi Tlie lUeinbtTs come 
to the societies to some extent iinbm <1 with ideits of business 
management and book-keeping. Tlu >hori-ti rjn loans and the 
quicker turnover an great fatilitir< from the banking point 
of \ iew. Larger tmancial it sourt es are available in the shape 
of sltare c apital and <K po>it- 'Die^t^ fa( tors an* of great 
importance from the penut of view of tinancial strmigth. 

Adieu the co-oprrativ(' movement was being projected in 
India then' uas a ditlereiuf of view as to the asi)ect on whicli 
the energy of pr»>paganda .>Ijouki l)e c imccJitrated in tJie first 
instance. I'ln n uere im n wJio believed that urban co-opera- 
tion should n-ct ivv ino>t attention at Uk’ start. In tlie report 
id tin* coinmitte** <»n tJu i >tal>h>linn nt of co cijHTativtMTedit, 
a^ Well as in the wnrk of Mr Dnprriit \. it uas jiomied out that 
in Italy urban co-op. ration liad led tin way and prepared the 
grounds for niral » <*~oj)rrati«ni Mr. ])uperne\ was of the view 
that “here in India win n fli.n is a iindotiml ignorance of 
European inethud'', >oMn' out^id< intluence is ne<.(:^sary to 
achise and aid liu villager.- at tlie outset. This outside 
influence ^^e propo-t to ^uppIy from the |o< al jiopular bank. 
Ihe Act of 1904. liout ver, arranged for the siinultaiicous 
starting of urban and rural banks, and a- a matter of fact, 
instructions were issued to make agricultural tredit societies 
tlie first care of the authoritit s. This ha- led .idn. 'ttedly to a 
one-sided development of co-operation in India But, on the 
whole, wc should be thankful for the turn which tin? course of 
events has taken. Had Indian co-operation .started its career 
in the tovms its fibre would have been soon relaxed. It would 
have begun life in an atmosphere where productive enterprise: 
was feeble, where non-productive loans would have immen sely 
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preponderated, where the middle-class men and the artisans 
would have been glad to secure loans but would have troubled 
themselves very little about the management of the banks 
or about keeping up the traditions of co-operation. There 
would have been a repugnance among the members to leave 
the office, the shop or the factory to join the meetings of the 
societies. On the other hand, by beginning with the rural 
classes, the fathers of our co-operation found a more docile 
community to work on, who were ready to be trained to co- 
operative me|j|ods and who had always preserved traditions 
of communal management of village matters. In a word, 
co-operation entered India on the most co-operative side 
of the country. But although we are thankful that the begin- 
ning of our work was made at the right point, we recognise that 
the time has come to devote equal attention to urban and agri- 
cultural co-operation. As the Maclagan Committee observes, 
" the excessive development of agricultural societies to the 
exclusion of other classes means tliat the demand for money 
and the repayment of loans are not evenly distributed through- 
out the year, but occur at particular seasons, with the result 
that central banks during certain months of the year find it 
difficult to employ their capital profitably.” This dictum 
points in the direction of what Luzzatli called the ‘‘ union 
of rural economic forces with those of the towns.” In the case 
of Italy, the savings of the towns were spread by urban societies 
over rural districts and ultimately returned multiplied to bene- 
fit the towns. In India, on the other hand, the initiative has 
come from the side of rural co-opcTation and the work has to be 
spread to the towns where the growth of a middle class and of 
an employee class, the progress of industrial revolution, and 
the prospective growth of industrial co-operation make the 
development of urban co-operation a national necessity. 

The fact that in different countries urban and rural co- 
operation have helped each other’s progress throws light on 
the view recently advanced by Tugan Baranowsky that co- 
operation is a class movement and not an idealistic movement. 
We may admit that co-operation is a class movement in the 
sense that urban and rural classes require different forms of 
societies to meet their needs. But it is not correct to assert 
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that different t^arieties of co-operation are watertight compart- 
ments each dominated by a particular class. Rather, these 
varieties have assisted each other's development and the form 
of co-operation which one class evolves assists the social aims 
of other classes. 

We know the great achievements of urban co-operation 
in foreign countries where it has assisted commerce and industry 
and even agriculture, and has set up great financial institutions 
which perform a considerable part of tlie bankitig work of the 
countries. But, perhaps, no other countrj' stan^ in such great 
need of urban banks as India. The slow and halting growth 
of joint stock banking in India has left large areas of the country 
vacant in which urban banks can introduce financial facilities. 
The Maclagan Committee observes that " recent experiences 
in Northern India have shown the dangers of the policy under 
which Government allowed banking institutions to spring up 
and carry on business under a control so light as to be almost 
nominal, but we think that urban credit societies might serve 
a useful purpose in training the upp<>r and middle urban classes 

to understand ordinary banking principles Where joint 

stock banking farilities are absent they might fulfil a useful 
purpose, and we see advantages in encouraging their 
formation.” The recent Intlian Industrial Commission has 
shown that, outside the presidency towns. Indian capital is un- 
organized and that the smaller businessmen and industrialists 
find ver\' great difficulties in obtaining financial facilities. 
Urban banks can s«-rve an important purpose in organising 
capital in our cities as well as in the mofussil towns, and they 
can do for the small industrialists and business men what rural 
societies have done for the agricultural classt\s. There are 
many small scale industries which India yet posse sst s but which 
might die out without the financial help which urban banks 
might afford ; such industries can be rend- reu prosperous 
if managed by co-operative industrial societies backed up by 
urban banks. These banks might also be of great use in increas- 
ing the prosperity of the industrial proletariat w'hich India 
is evolving. Finally, there are the great problems of bringing 
out and of utilising hoarded wealth, of reducing the wasteful 
use of metallic money and of accustoming people in India to 
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the use of credit and notes — problems the solution of which 
cannot be achieved until an urban bank system is fully 
developed. The representatives of the Indian Exchange 
Banks admitted before the Chamberlain Commission that the 
Institution which they represented could not deal with the 
problem of hoarded wealth. Great as has been the w'ork of 
urban societies in Europe, India presents to these institutions 
a field of far greater possible achievements and utility. 

We might re^^ew hero conveniently some factors and 
principles whi^h our Indian experience has shown to have 
materially favoured the success of urban societies. 

(I) The most important factor is, of course, leadership. It 
is from one point of \iew one of the greatest paradoxes, but 
from another point of view, one of the greatest harmonies of 
sociology that co-operation depends materially on successful 
leaders. The value of leaders is even greater under the complex 
conditions of urban banking than for rural banking where the 
conditions are simpler and the practice is more capable of being 
reduced to a set of rules. Bombay has undoubtedly distin- 
guished itself in the matter of urban banking ; but what would 
urban co-operation have been in Bombay uithout the work 
of philanthropists like Rivington, Vaivekar, Talmaki or 
Ankalgi ? ' The Bombay Registrar when discussing the fortunes 
of urban societies, very appropriately connects with the 
name of each society that of its guiding spirit. It reminds one 
of the good old style of naming regiments after their colonels. 
Failure in the co-operative field is generally associated with 
bad leadership or want of leadership. Thus, dealing with the 
Patna City ^nk which was ^•ery popular and yet got into 
trouble, the Registrar of Bihar and Orissa expresses his regret 
that " the capital of the province could not furnish a 
single public-spirited man to look afti-r the management, 
and without proper supert-ision the result was inevitable.” 
Similarly, Mr. Crosthwaite says in his valuable work on Co- 
operative Studies that " all that is necessary is that there 
should be in the Central Protnnees and Berar leaders to lead, 
to take the initiative. So far, I regret to say, oat experience 
of urban societies of the peoples' bank t3rpe has been 
unsatisfactory.” In Bengal, peoples’ banks would be the 
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salvation of the Bhadraiogs, but in this case, too, leadership 
of the proper kind is conspicuously absent. 

(2) Another factor which has helped the spread and ensured 
the sound quality of our urban co-operation is the fact that 
in organising our system of societies wo employ a number of 
bonds or bases. We have gone even beyond Italy in the 
number of the kinds of nexus which unite our societies, for we 
have pressed into our service not only common locality and 
occupation or employment, but also caste and creed. Mr. 
Wolff informs us that occupation or calling has not. generally 
speaking, answered as a basis in Europe ; but fn India we 
have done very well with it, and etnj>loyees' societies form 
indeed the great feature of urban co-operation in India. 
Apart from strengthening the cs/>r;7 <fc corps of the working 
classes, occupational co-operation is an e.vcelleiit starting jHiint 
for co-operative production Besides ociupation we employ 
as a co-operativ(‘ nexus, caste — which forms the strongest 
sociological factor in India and winch has proved to be not 
only a firm bon<l for societies but also an important vehicle 
of our movement, IiJiitation is never stronger than between 
caste and caste and the sneeess of an urban socii'ty l>eionging 
to one caste is the signal fi>r the starting of sueh societies in 
other castes. 

Tliis muhiplkity of the bonds of ro-operatit»n has had 
various beneficial results. It has supplied a great number of 
stimuli for the development of co-operation. In the s«?cond 
place, all these bases are of use for breaking up the heterogeneous 
town population into homogeneous groups between the 
members of which true co operation is possible. Asa corollary 
of this, the danger of tlie interests of any particular class 
being neglected is eliminated. Throughout tlie t’ontineiit 
— in Germany, in Sw'it/erland. in B< Igium, in Italy students 
of co-operation have complained that tjrban banks 're losing 
interest in and neglecting the cn-tom of the poorer and w'agc- 
eaming clas.ses. The reason of this want of a popular character 
in so many " peoples’ banks " is not far to see. They are, 
we venture to submit, formed of rather heterogeneous material, 
and statistics quoted by Mr. *Volif and Mr. Fay show a mixed 
membersliip of landed proprietors, day labourers, large manu- 
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facturers, small tradesmen, factory hands and clerks from the 
banks. In such heterogeneous bodies with no common tradi- 
tions or interest the more wealthy and powerful classes are 
bound to get the upper hand and the weakest to go to the wall. 

(3) A third factor of considerable importance in the success 
of a great many urban societies has been the collection of dues 
"at the source," i.e., deduction of what is owed from the 
income of debtors. This has so far been found possible only as 
regards employees’ societies ; but wherever the procedurehas 
been employed it has made the success of the societies 
absolutely certain. Thus the great development of successful 
societies connected with public and private offices in Calcutta 
and elsewhere would have been impossible but for this effective 
safeguard. As the Registrar of the United Provinces observes : 
" in \dew of the great importance of securing clerical staffs 
against pecuniary trouble, Government should readily grant 
the concession for making repayments by deduction from the 
salary bill." Unfortunately at the outset there is likely to 
be some opposition to the proposal on the ground that the 
provision seems to discriminate against the employee class. 
Nevertheless, so great is the change made in the prospects of a 
society by being allowed to deduct a proportion, however 
small, from the income of its debtors that every effort should 
be made to extend the operation of this procedure even beyond 
the employee class by obtaining written authority for 
employing it from the members of urban societies, 

Ha\'ing glanced at the factors which have favoured the 
progress of the movement in India, we might turn to its 
defects and weak points so far as they have manifested them- 
selves in our country. The great danger to urban societies has 
always come from the growth of commercialism and of greed 
for dividends ; the large banks are tempted to follow the aims 
and methods of joint stock banks. We cannot do better than 
quote in this respect the words in which Mr. Ewbank has 
analjrsed the results of such a policy : " As they grow larger, 
it must be admitted that these banks are becoming an increasing 
source of uneasiness to the Registrar. The unwieldy body 
of members loses its coherence as it abandons the principles of 
mutual acquaintance and forfeits control over the 
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comimttee. A tendency to give excessive loans to single 
individuals, and to prefer real to personal security becomes 
apparent. Dividend are greedily sought after as an object in 
themselves. Arrears and extensions mount up. The com- 
mittee, as the volume of business increases, relaxes its grip on 
the details of administration and become.s less inclined to attend 
to the advice of the Registrar.” This analysis of o\ir defects 
might have led us to pessimistic conclusions, but for the same 
authority’s assurance that " these dangers are .apparent here 
and there and are mentioned because the collapse of one of 
these big urban banks would be a serious catastrophe to 
the whole movement. No .such event is at present, however, 
on the horizon." A’e are thus informed that the evils referred 
to are to be discovered here and there, and only in the larger 
banks ; and there are counteracting hopeful features of which 
we should not lose sight. .\s regards excessive rates of divi- 
dends. there is not much to fear when we find that in Bengal 
the rates cannot be higher than 12* per cent., that in Bombay 
the profits fluctuate between 12 and 2 per cent., and that ili 
Madras the societies ari- content with fl to 7* per cent. There 
are societies, like the Triplica ne I’rban St>ciety, which have 
been wise enough to reduce their rate.-i of interest voluntarily. 
In cases where the societies. are less wisely inclined, the warning 
voice of the Registrar is heard as sotan as dividends begin to pile 
up — a voice which does not cry in tin wilderness. Unwieldy 
societies have been in many cases made to reduce their member 
ship and to increase their working capital whi re it is found to 
be insufficient. To guard against excessive loans to individuals 
rules have been introduced by wltich loans above a certain 
amount made to an individual have to be reported to the 
Registrar. It is true that in India we have not yet evolved any 
adequate machinery of management for very large urban banks; 
and a remedy remains to be souglit in one of two directions. 
The work now concentrated on a single managing committee 
might be subdivided among different committees of adminis- 
tration, discount and arbitration, following the Italian practice. 

If this course is not found satisfactory, owing to the absence 
of a sufficient number of members possessing business habits 
and experience, the urban societies might employ trained 
7 
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whole-time officers from the members of the propQsed Indian 
Co-operative 5>ervice. 

There are other difficulties which have their origin in the 
conditions and in the psychology of town life. The corporate 
feeling, as is to be expected, is weaker in urban societies than 
in rural societies ; in the latter there is to be found a very 
salutary feeling of local attachment due to the possession of an 
ancestral holding. It is also a harder task to impart co-opera- 
tive education to tlu; artisan or trading classes who do not care 
to leave their shops to attend the society’s meetings ; the 
pursuits of town life are more engrossing than those of the 
country people. Complaints are made of the apathy which 
leads the members in many cases to leave the business of the 
society to one or to a few members, the rest being content to 
enjoy the luxury of borrowing. It has also been asserted that 
there is a distinction in “the moral outlook of agriculturists 
and industrialists. The agriculturist depends for his support 
on his land, and losing this falls in the position of a day lab(mrer. 
Therefore he will not. if it can possibly be a\'oidcd, incur 
the risk of losing his land ; and in consequence the average 
agriculturist displays a genuine effort to discharge his debt and 
pay his rent ; unpunctuality there may be, but in the end 
payment is generally made. The industrialist, on the other 
hand, has no such inducement to discharge his debts.” v\Tiile 
it is permissible to doubt the existence of any great moral 
difference b<'tween the inhabitants of the town and the country, 
we might admit with Mr. Fay that in every country oxpt'rience 
has shown that " it is much harder for a town bank to be true 
to its original idc'al than for a country bank.” In India the 
general difficulty is increased by the fact that we arc yet in the 
process of evolving a middle class and a proletariat class on 
their proper lines of formation in accordance with modern 
economic conditions, v^"c arc still in a state of transition 
when the esprit de corps and the tradition of these classes are 
in the process of formation, and our movement will take some 
time to adapt itself to the changing conditions. The hopeful 
features in the situation are the progress of education and the 
anticipation that successful urban societies will create the 
traditions necessary for futme development. 
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While dealing with the difficulties of the movement we 
might devote some attention to tlie phenomenon of the very 
uneven distribution of non-agricultural eo-ojH'ration over the 
country. Considering the case of the Bombay Presidency 
first — as is due to its prominence as regarils urban eo-o|H'ration 
— we find that the banks in the city of Bomltay furnished 
more than 50 per cent, of the total workiiu^ capital of the urban 
societies in the presidency, and 25 per cmt. of the reserve 
fund. The five centres — Bombay. .\hnuduaKar, Poona, 
Belgaum and Dharwar— contributed nine-tetiths of tJu' capital 
and membership of the urban movement. Bt n.i:al offers an 
even more extreme exatnjdc of unequal distribution. In 
that presidenej', Calcutta alone contributes (><» per cetit, of 
the membersliip, 62 per cent, of the workiiit: cai'ital, and 69 
per cent, of tlie paid-up share capital. If we tak<' away the 
four centres, Calcutta, Chittagong. Myrnensingh and Pabna, 
the contribution of the rest of the jjroviiue to urban co-opera- 
tion is small. .\ less extr. tiie case of tineven distribution is 
offered by >Luh\H.. ft is tnu' that even tin re the places of 
first importance with regard to our purp«>se’ are four Madras, 
Chingleput, South Kanara ami S.ilcm ; but tlure are <juite 
a number of otlu-r cintns whi'li (ontribiite very tangible 
quotas to the strength of < «» uper.itioii It is iuti icsting to 
speculate on the causes of sti< h a lo< ally unequal growth of our 
movement. One cause, of cuur>e, is th<’ jtre.seut e or abseiic'e of 
leadership. Thus, Mr. Ewbank ai counts for the "spasmodic 
and jxitchy " progress in the Nortlieni Decian and for the 
stagnation in Northern Ciujarat. by pointing to the want of 
energetic leaders. In Bengal, Calcutta lias shown smli over- 
whelmingly good results Itecause the employees' .societie.s in 
that city observe the rule of dedm ting dues from the salaries 
of the m<‘inbers ; the bhadralv" societii s in the mofn.ssil are 
not willing to afford such fac.ilitii s for the (ollection of debts. 
Another factor to be reckoned with i>i llie rnomeUiUm of the 
start. Tliis is also well illustrated in Calcutta where the 
success of a society of employees in one office has be< n followed 
by the rise of similar societies in other offices. Finally, we should 
not lose sight of prox'incial differences. Some provinces 
might be backward in the matter of urban co-operation because 
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the demand for banking institutions implies a certain amount 
of economic progress which still remains to be achieved in the 
particular areas. Nor should racial differences in capacity 
be neglected when comparing different provinces. 

Before proceeding to study separately the different varie- 
ties of non-agricultural credit societies we might with advantage 
classify them under their main heads. 

(I) Peoples’ banks of the Schulze Delitzsch type, of which 
the membership i.s constituted from among those resident 
within a given town. They might be divided into two classe.s — 
the larger institutions and tlie smaller ones. Tlie bond of 
propinquity of residence is common to both these groups ; 
but the larger institutions with their ampler resources aim 
not only at meeting the needs of their immediate clientele but 
also at financing other societies in the neighbourhood. 

(II) Employees’ Societies. — These might be sub-divided 
into ; — 

(1) Societies of Government and quasi-Government 
employees. This is an important clas.s with distinguishing 
features of its own, and consists of — 

(а) Societies which admit to membership all classes of 

Government servants living in a particular area. 

(б) Societies confined to men employed in a single office 

or department. 

(2) Societies of which the membcrsliip consists of the 
employees of firms, such as railways. 

(III) Communal Societies. — Here the co-operative nexus 
is the common feeling amongst men belonging to the same 
community. They comprise — 

(1) Caste societies. 

(2) Societies with some religious persuasion as the basis 
of union. 

The larger peoples’ banks serve the double purpose of 
financing their own clientele as well as rural and other societies 
in the neighbourhood. Their rise has been greatly assisted in 
India by the paucity of the branches of the joint-stock banks. 
As the Bombay Registrar observes : " The success of this type 
of society in many places has been remarkable. Throughout 
the southern and central divisions there are practically no 
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joint-stock banks at work and it is by no means easy for artisans 
and middle-class people to secure loans when they require them 
on reasonable terms or to find institutions in which they can 
deposit their savings with safety/’ When discussing the great 
success of the Toungoo and Nvaunglcbin urban societies, the 
Registrar of Burma remarks in tlie same strain that " what 
is necessary is branches of joint-stock banks. Many districts 
have no satisfactory dej^ositorics fur tlu' inoiU'V of tl»e woalthirr 
classes of traders during the slack siason /' It is remarkable 
that while in Europe tlu* existf iue and streiigtli of j(uiu stock 
banks have assisted tlu' growtli c»f peopJts' banks, in India 
the rise of urban banks has Ix-en lu lpi d on by tlie comparative 
absence of ordinary banks Moreover, the failure swadeshi 
banks has at once popnlarisi d our people,^' banks and has 
left tho:n witliout rivals. This peculiarity of <*nvironment 
while favouring the growtli <*f our urban l>anks exposes them 
also to certain dangers, TJieyliave bi eii ti ni|)tid to api>ro\i- 
mate their methods to those of the onlinary banks and 
indeed to try to convert themselves into j(»int-stock banks. 
\\antof competition has sometimes permitted an nnd<siral)h* 
extension of iiu iubt rship and «irea of opt rati«>n.>. Thai undue 
advantage has not been taken of su< h opportunities is dut‘ to 
proper supervision from the Ju ad juariers. Die great ma|ority 
of our peoples’ banks have done llieir wurk v« rv wril indeed. 
Among those which have adiit ved special dislinetioii might 
be mentk»ned the Gadag-Betigeri Bank and tlie llubli and 
Dharwar Urban Soi ieti< s on tin- Burnf>ay sith- .Mike in the 
growth of capital n sources and membershi|> and in tin- conduct 
of their business by comrniti< es. tin se banks liave built up JiigJi 
traditions. A considerable projiortion of the capif*tl is de rived 
from the members, and in siune cast s as much as .So |Krr Cf-nt. 
of the profits have bi-eii carried to tin* reserve fund Some of 
them, like the Satara Urban, are linancinf; grfuii^s agricul- 
turists in their neighbourhood in tin* hope of ultimately 
converting them into separate registi red socicti* -* On Bengal 
side the development of peoples' banks is smaller ; yet there 
are examples of successful institutioius of that typ<c Thus, the 
Jalpaiguri Urban Bank has been vt-ry successful and has not 
only financed a number of neighbouring agricultural societies 
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but has resisted the formation of a central co-operative bank 
in order that it might expand this business. In Burma the 
example set by the Nyaunglebin Urban Society has roused 
considerable interest in the growth of urban banks, and a 
number of such institutions have been projected for various 
towns. 

It is the conviction of those most competent to judge that 
the smaller banks of this type " do more to inculcate true 
co-operation in the cities than big peoples’ banks,” As Mr. 
Wolff says, in order to see how peoples’ banks can do good 
work it is-well to step down from the level of large institutions 
to a lower stratum. Their smaller size is no impediment in 
the way of success, and even in the way of raising whatever 
capital they might desire ; while it enables them to conduct 
their business on sound lines. They have no temptation to 
develop into joint-stock banks, and they can reach a higher 
standard of co-ojx rativc practice. The reason is that in the 
case of the larger jieoph's’ banks the clientele is bound to be 
of a heterogeneous character while the smaller banks can be 
formed witli such membership or in .such confined areas as 
facilitates mutual fellow-feeling and knowledge among the 
members. In the Bombay presidency there are some very 
successful urban societies started for the benefit of hackney 
drivers and school teachers in provincial towns. These cor- 
respond to the small working-men’s banks in Italy which have 
been so successful. In Calcutta there is great scope for starting 
a scries of banks among the ticca gharriwallas. In the Punjab 
the Jullundcr Urban Banks have been materially helped by 
the prohibition against profit sharing for ten years. 

Nevertheless, there is groat room in India for the deve- 
lopment of larger peoples’ banks comparatively untrammelled 
by outside regulation and restrictions. On this point Mr. Wolff 
has recently given us a timely warning by observing that 
” there seems a rather dangerous tendency in India to overdo 
the smallness of societies.” Many societies in India rightly 
claim that they cannot maintain a good staff and establishment 
unless they have a big turnover and a large clientele. Only 
a fairly large society can undertake banking business in the 
proper sense and the discounting of cheques and hundis. Mr. 
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Wolff advises os that while acrricultural societies in India are 
necessarily small and kept in ulhcial leading strings, for urban 
co-operation we must form *' very much larger hanks with more 
ample means and very much more extended liberty of action. 
There can be no talk in them of unlimited lial>ility. Apart 
from seeing the law observed, there can l)e no oHieial interference, 
no official limitation of membership, or of business, no official 
placet to the granting of jvrsonal credit, or official dictation of 
any sort— (hat wotild simply kill (lu* business. The raiyats 
want to be taught the linaiu ial alphabet and told how to hold 
their pen and t<,» tot up small ^lIms. The industriulists and 
dealer ought in stand in no lU'edof this." I here is undoubtedly 
excellent' reason behind this notable dictum, and there are 
indications favnur.ible for work on these lin. s. since many 
urban banks in India are overflowing witli dej)osits and can also, 
if necessaty, enjoy tlie facilities of rash eredit.s with branrhes 
of presidency or joint stock banks. \N'ith the re()uisi(e 
improvement as re,i,ar(ls a better machinerv' of management, 
with competent statts and a elose waf eh on loans and recoveries, 
their si/e can he soon increa^ed. But we must fjroeei d .ilong tlie 
path indicated hy Mr. Woln slowly and with due deliberation, 
allowing time for the n> eess.iry experiments and fur p. rfecting 
the reejuisite machimry for the m.inagemenl of tlie peophts* 
banks ; and llu re is considerable room during this experimental 
process for offuial gnidanee and adviee whidi have hitherto 
been found so essential. Mr. Wolll himself adds that if such 
large banks are to be foun> <1 "it will have to be by men 
experienced in business, verst d in the transac lions for which 
they are to provid-'— men like those wlio start erl tJie Central 
Co-operative Bank of Bombay.” Such men, howi ver, are not 
to be found at present in many cities of India. In anv case wc 
have always to bear in mind that one of the great dangers to 
which our larger urban banks ate liable i.s that of a collapse 
owing to a panic or to a fall in eredit due to had manag'ement. 
Such a collapse would not only damage (lie urhati hanks but 
would also do incalculable harm to the whole structure of 
co-operation in India. What such a collapse means and how 
general it can bi- when once started can be infern d from the 
, unhappy experience of our swadi shi banks in 1913. 
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Employees’ societies combine a number of features which 
conduce to soundness of management and to the development 
of the true co-operative spirit. Thus, in the first place, they 
consist of homogeneous groups of men in a similar occupation 
and station in life. Persons who are constantly in contact with 
each other in their daily work, and who have the tradition ol 
common employment, are very good material for co-operative 
work. There is the further advantage in the case of such 
societies that great encouragement could be giv'en to the 
movement by the employers or official superiors. Moreover, 
in these societies the procedure of the deduction of dues from 
the incomes of members can be carried out with the greatest 
facility. Finally, the employees' class -at least that class of 
employee who arc working in Government and private offices — 
can be said to be that class in India which has most perfectly 
developed its economic characteristics as distinguished from 
other sections of the middle class which are yet in a state of 
transition. 

It cannot be denied that from the purely co-operative 
point of \aew there are drawbacks to the undoubtedly great 
utility of employees’ societies. There is not much moral force 
in them ; compulsory recovery has not the moral effect of 
voluntary repayment. The Committee itself cannot be called 
truly co-operative because many of the members are officially 
subordinate one to the other and cannot meet and discuss 
matters on etjual terms. The head of the office runs the 
institution under his own authority to a large extent, and 
may even use the society as a method of enforcing discipline 
and checking strikes. 

But the need of the employee class for urban societies is 
particularly great. The men. the majority of w'hom are 
receiving fairly small salaries, require co-operative credit 
institutions both for depositing their savings and receiving 
loaiw in their financial emergencies. Again, the membership 
of such societies and the management of their common interests 
is an excellent preparation for the development on sound lines 
of trade unions which are much required in India for carrying 
on the task of industrial revolution. Such being the need of 
and facilities for the development of employees* societies in 
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India, we are not surprised at the great pace at which these 
institutions have developed. With a little encouragement 
they will soon spread all over India ; hut their sucoes.s 
hitherto is most marked on the Bengal side where they Juaw 
shown an amazing development in Calcutta In three years their 
working capital has grown from 15 lakhs t<) nearly 2o laklts, 
their paid up share capital from 5 lakli.s to 8 laklis. and their 
reserve fund from 40 thousand rupees to twice that amount. 
The membership has grown within that short period from 10 
thousand to nearly 20 thousand. Nor do thes»' ligiir! s indicate 
fully the possibilities of progress in the near future. We ntight. 
it has been suggested, soon see a combination of tin se .societies 
in Calcutta which with tin* ntiited capital of about 20 laklis 
would form one of the foremost and most powerful of co-opera 
tive institutions in all India It could uud' rtake large seale 
industrial eut< rprises of a eo-operative nature and would 
form one of the hading hnancial institutions i \ en in ( aleutt.u 
It would be thtr pioneer and the e\eni])lar (if t cmral urban 
banks in India. Tlu re will, of course, be found certain difti- 
culticsin the process of amalgamation sinet' fj)e most important 
s<.)cieties enjoy already sufheient facilities asto liiuinee, and they 
will have to be eonvinced as to what furilier gain> they might 
expect by entering such a scltenie. Nt‘\i rtlieh-ss. the great 
idea is in the air and it^ accomiilishiui iit is not in any way 
beyond the powers of the energetic guides who pit side over 
the destinies of co-opi ration in Bengal, 

Among the sitcieties of the employees of private linns tlte 
first place might be giv'en to tlte wtrious societies of the 
employees of railways whit li liavii achieved such gn at sm « e.s.s 
all over India. The growth of their member.shij> and capital 
has been great and such has been tJie cxcelh iiei; of the system 
employed in granting loans that bad debts are very rare indeed. 
This has been made possible by the accurate know! dge as to 
the means, prospects and character of each member which 
such societies possess. They are tvaid to be " rJtoroughly 
co-opcrativo in their finance, though their management is 
highly centralised.” On their managing committee the 
members arc partly elected and partly ex-nfficio. As a result 
of the centralisation of the management the approval of 
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loans, the book-keeping and the recoveries from pay-bills are 
all processes which can be worked from the head office. As 
examples of this class of societies it will suffice to*mention the 
societies of the employees of the G. I. P. and the B. B. & C. I. 
Railways in the Bombay presidency, and the societies of the 
East Indian and Bengal Nagpur Railways in Bengal. 

The employees of large private offices in the presidency 
tow'n have also started a very important group of urban 
.societies. In Calcutta the Mackinnon Mackenzie Society led 
the w'ay under the guidance of Sir Daniel Hamilton. Its 
success encouraged the formation of numerous other societies 
whicji have done very good work. Thus the employees of 
Messrs. Andirson Wright & Co., the Standard Oil Co., of 
Graham & Co., and of a number of other offices have shown the 
capacities of this form of co-operation. The value of the 
force of e.xample in spreading the co-operative movement 
has bc('n demonstrated pre-eminently in this group of 
societies. 

Another group consists of societies formed among muni- 
cipal sweepers. They have proved very successful in Bombay, 
many of them having succeeded in " redeeming sweepers from 
debt and drawing the whole community together.” The 
success of such a society in one town induces neighbouring 
towns to start a similar institution. But in the case of these 
societies, the help and guidance of outside pliilanthropists 
is very necessary as the members are too ignorant and factious 
to manage their societies without outside help and supervision. 
On the other hand, given proper guidance the movement is 
a liiglily promising one. Mr. Ewbank thus suras up his expe- 
rience of these societies : — “ Men of the lowest caste are capable 
of developing a high standard of honesty and a real sense of 
self-respect whenever a man of higher class exerts himself per- 
sonally to help them and encourage them.” In some cases 
" a little necessary compulsion ” has been necessary for their 
organisation, but the results have been entirely satisfactory. 
Thus, at Satara, the bhangics or sweepers "have foresworn 
drink and taken to wearing cl(^n clothes, they deposit regu- 
larly savings of 8 annas a mon^ per head and are genuinely 
proud of their institution.” Such societies are thus a very . 
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important means of improving the social and economic condi- 
tions of the " untouchable classes.” 

Societies formed of Government employees sliare many 
of the features of strength found in societies for employees in 
general ; but they have additional ditlicAiliies to contend 
with. Such Government servants as subscribe to a Provi- 
dent Fund already p<tssess an institution which can to a con- 
siderable e.xtent meet their iinaneial requirenu tits. In the 
second place. Government employees are siibjt ct to uansfers- - 
a fact whirh i.s constantly alt. ring tin- pi-rsoniu l of tln-ir 
societies. Finally, tin- managetn.-nt is in tin- hands of the 
sc-nior and higher officials who, gciu-iMlIy speaking, do not 
thcmS(.-lvos recpiire loans and who have therefore little personal 
interest jn the working of tin ir so. ieti. s. Nevertheless, 
such is the general strength of tin- syst.tn of <-mploye<-s’ 
soci(-ties that in spite of these peculiarities the .societies 
of Government employees have r.aihe.l a liigli level of 
succi-ss. 

.Among tile sitiietii. >.f iho. riunein t inployns, iJmi.sc of 
which the memln rsliip i^ eonfiin d to tlie einploye. s of a single 
office or depart nn nt haw a.hievetl g.r.-at. r sikt. ss. 'I'ln- 
reason is that in tin ir case the olVn i.il . hi. f- c.m taU.- nion 
interest in and devote greater attention t<. tin- so. i. tie-. I ln re 
are numerous <-xamj>Ies of successful societies of this class. < in 
Bombay side miglit In- nn nfioin d tin- Bombay l^l‘^tal t'(i-op, ra- 
tive Credit Society and tlie Bomb.ay Central Telegr.iph titfic- 
Society. In Bengal tin- Central Telegraph and the .Ialpai(,'uri 
Postal Soch-ty deserve sp< eial mention. In the United JVo- 
vinces tin- Tt-legraph Society has bei-ii Aery successful, atul 
its entire capital is deriv. d from tin- share-: and ile{)-> ,;is of (lu- 
members. Even in the Criitrai Pro-v in- . ■' win r.- ui'l..in o- 
operation has met with di(Ti< nities in otJur dire(.ioos, th«,r 
societies of (ku’crnment employcts have dotn- ve ry w< 11 and. in 
some casc-s. have broken fresh gr.Aun.i by taking over from 
insurance companies tin- issue of ltd. lity bonds n rjuin-d from 
the members under th-partmentxil r.-gulations. Generally 
speaking, a smaller measure of success has been achieved by 
the societies of Government officials of whicli the members are 
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not confined to a single department but comprise all those 
working in a particular district or area. 

In India, caste is a particularly strong unifying force and 
it has been applied successfully in the service of co-operation. 
On the Bombay side an outstanding example of successful 
work is the Shamrao Vithal Society for the Saraswat Bralimins 
which has every year continued to suri>ass its own record until 
its " remarkably good managoinont has set up a standard whicl 
it will be v(ry difficult for any of its rivals to surpass.” The 
introduction of a cash credit system for the use of business 
men, the inauguration of an educational fund from the profits, 
and the issue of debenture stock for redeeming the mortgage 
debts of the members are additional features showing what 
co-oj)eration based on caste can do for the good of its members. 
The Society has also demonstrated the value of caste as a vehicle 
of co-operation by starting a number of branches in different 
centres which might ultimat<‘ly become independent urban 
banks. It is quite possible that a number of urban banks 
belonging to the stime caste might combine to form a central 
urban bank for the jnirposes of finance and propaganda. Final- 
ly, the success of the banks formed by Saraswats has aroused 
emulation in other c.astes, and the Bhavsar Kshatriyas, the 
De^’rukll Brahmins, the Raddis. the Poona Shimpis and others 
are trying with excellent results to emulate the Saraswats 
and to spread tin* urban bank mo\'ement. There is hardly an 
instance on record of a badly managed caste society. Looking 
to such unvarying success of caste socictii's on Bombay side it 
might be suggested that other pro\-inces should start energetic 
pro]>aganda on tin; line of caste — an institution which can evoke 
the greatest possible amount of devotion and energy in 
India. 

Thus the record of caste societies has been brilliant, and 
their utility is undoubted. Indeed, it is Mirprising that the 
institution of caste of which the economic value appeared to 
competent judge.s to ha\-e been exhausted long ago has yet 
proved itself serviceable in the cause of co-operation. The 
explanation lies in the fact that both co-operation and the 
caste system are based on the communal idea. Co-operation 
requires groups of homogeneous .units to work upon, while 
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caste — though it has otherwise long survived its economic 
utility — supplies homogeneous groups ready to hand for our 
purpose. This should not, however, blind us to the drawbacks 
of caste as a sociological institution. It prostmts an unduly 
strong and artificial demarcation of social groups — a demarca* 
tion which also runs across other and more useful lines of 
social and economic cleavage. Hence it has to be jiointed 
out that societies bast d on caste tend to sti-reotype social 
distinctions which modern progress aims at obliterating. It 
should also be noted that they form a cross division of co- 
operative societies, so that the sanji' person may he a member 
of more than one credit society organi-ed on dilUrciit bases. 
The recognition of these dilheultii s micht lead to a greater 
caution being used in tlie formation of caste societies. But it 
ought not to prevent us from h.mus' ing to tl.e car of co- 
operation tbc greatest social fore * to bi- [(uind in Imlia. 

Wiile caste has, on tlie whoh*. auswi red so wi II as a factor 
in the development of urban co-o])erati()n, a smaller though 
still a considerable measure of merit is due to creed as a co- 
oiHTative nexus. Not that examjtles of siieecssful societie.s 
with creed as tin ir bond of union are wanting. In Bengal 
considi-rable suci e-^s has been attaini-d l>y tin mission societies 
at Kurscoiif;. Tin- Chitt.agong Islainia B.nik is also a fairly 
successful institution and is reeovering from tin- « lit i.ts of early 
jx'rsecution and misrepresentation and tlie lax proi cdure em- 
ployed with regard to defaulters. On the otln rliand, tlie Atiglo- 
Indian Society of Calcutta has gone into liquidation. The 
earlier experience of Bomb.'iy in tJie matter of societies based 
on creed was nut encouraging ; but at present no less than 
fifteen Catholic societies are doing ver\' good work, .‘societies 
based on creed have shown themselves useful iii fin: field of 
rural credit as well, and in the Central Provim es, as well as in 
Bihar, societies started by Catholic Mi.ssions, ba • among 
others, achieved considerable success. The valuable wor k done 
by the Salvation Army in the economic field is a proof of 
what can be exp(.cted if missionary zeal can be enlisted in the 
cause of co-operation. Wicre societies based on creed have 
been unsuccessful, the fault, perhaps, lies not so much in the 

nature of the nexus as in the size of the areas selected for the 
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experiments. If the localities selected for the work of the 
societies based on creed are so wide that the distances do not 
admit of the scattered members knowing each other, the want 
of success in some cases of such societies is accounted for. In 
Italy small Catholic peoples’ banks, " confessional ” rural 
banks and Catholic workingmen's clubs are in a flourishing 
condition and have shown good results ; it has been claimed 
for them that, in a spirit worthy of religion, they devote parti- 
cular attention to small credit. 

Having considered the different types of urban societies 
in India, we might examine their machinery of management. 
In this matter, India has followed the German rather than the 
Italian model with its multiplicity of committees. We have, 
as in Germany, the general meeting, the general committee 
which is the superior executive and inspecting body (corres- 
ponding to the A ufsichisrath) ; and in most places the working 
committee of three (corresponding to the Vor stand). But our 
mechanism is h'ss efficient than either the Italian or the German 
systems. As we have seen, in Italy there is considerable division 
of labour among the different committees. In Germany the 
working committee is paid and consists of whole-time workers. 
In the case of some few of our societies there is a whole-time and 
paid manager ; but generally our work is carried on by one or 
two committees of unpaid voluntary workers. Perhaps 
unconsciously, the mechanism of management of our urban 
societies has been modelled on that of the rural societies ; 
whereas with anything like a proper development and good 
size the work of an urban society is much more complicated 
than that of a rural society. The inadequacy of our machinery 
is obvious when we read in the reports that a society with a 
capital of less than 3 lakhs '* imposes a heavy burden of res- 
ponsibility on the directors,” and that in many cases the com- 
mittees performed too much of their work by circulars. It is 
to be noted that a considerable measure of the success of urban 
banks in Germany is due to trained officials having been raised 
to the position of cashiers and banking clerks after a proper 
period of apprenticeship. In India the urban banks might 
either employ the services of trained members of the co- 
operative ser\ice or they might get their managers trained in 
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ordinary banks. In those cast's in which urban banks )iavc 
lai^e dealings with the joint stock banks, the latter show a dis- 
position to train tlie nianai'crs of the former in tlu'ir own busi- 
ness establishments. It is true that in Italy the managing 
work of the urban banks is done by a number of t:t)Tmnittees 
consisting of volunteers. But then, in Iv.ily the nation has 
shown an unequalled capacity fi‘r vt>btntAry work in the public 
cause. In India there i.s the further iinjv-diineiir of iiiNulliei.-iit 
man-power ; in the moftissil. particularly. v\f cannot count 
upon having a sufficient number of intelligent ami l•tlsillt•^^like 
men to w'ork on a number of committees eonm eted with the 
same bank. It is, perhaps, owing to this cause that the 
committees of supervision, \vhi> h t .vi<tid sitU hy si'le with the 
committees of management in m.iny pri>vine, s. have become 
moribund and have ultimately di-^apiuart d. Our main hope 
mtist therefore lie in the eiuploym. nt of trained olVu iaN .i( the 
ser\'ice. The present me< Jianism just suffices for very small 
scale banks, but is entirely ina<leijnaie for any develojuneiit 
cither of size or in the eompli-xity of business. 

At present, in India, tlie list of ila functions of the general 
meeting of an urban sot iety is a formidable one. It elects, 
of coursi'. the chairman, tlie .uitliturs, the eommittet? of 
management and the eommitie- of supi rvisitui when ver 
this, latter Committee e.xists. It al>ii loars .iml ttuisith rs any 
appeals from the dicisi</ns of the t ommitiee of mau.igement 
and complaints by imlividu.ils against the etjmtniltee. It: 
fixes the maximum normal < r. «lit <>f t a< Ji nu nilx r ami (let ides 
the maximum amount of liability to b<’ iu< urr< d duriug' the year. 
It often fixes the rate of interest to !)<• paid by the Imrrowers 
and gives general directions abtuit the n goilationsas to il- posits. 
If necessary, it might order the levy of ad<lilit>ual interi st in 
case of overdue loans. This aerunmlatinn of fum tions would 
not be possible either in Italy or Germany where ai ’- at nuany 
of these duties would be relegated to otlier eommittfi s or to 
the paid working officials. 

In general, care is taken to apptiitit a fairly small number 
of men to the committee of managenii iit st» that it might 
be able to decide quickly and to act promptly. It IcKiks gene- 
rally to the management of the bank, admits new members. 
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sanctions loans after proper enquiries, determines and checks 
the security to be taken for loans, raises funds, deals with cases 
of arrears and prepares statements of accounts and balance 
sheets. In some provinces, however, a smaller body has been 
found necessary to carry on the actual business, and the com- 
mittee of management delegates many of its points to a 
working committee of not less than three members or to the 
secretary and the chairman. This arrangement is analogous 
to that of the German Vor stand which, as Mr. Fay informs us, 
is a body of three — director, cashier and book-keeper — mana- 
ging credit grants as well as the daily course of business. The 
difference is that in Germany the working committee consists 
of wholetime paid officers. 

For the audit of the accounts of the society, auditors arc 
elected at the ordinary general meeting. They carry out a 
periodical audit and report upon the defects noticed. The 
certificate of audit forms a part of the annual report submitted 
by the committee of management. Generally thc.se auditors 
receive a remuneration. It is to be noted that some banks 
used to appoint a committee of supervision whicli was meant 
to act as a check on any tendency on the part of the managing 
committee towards negligence and recklessness. If not satis- 
fied with the administration of the managing committee it 
could convene a general meeting to obtain the removal of 
defects. 

The first item to be considered, as regards the provision of 
funds, is the share capital. Its function is to afford security to 
depositors and lenders, and the larger the amount of the share 
capital of a society the greater the credit it commands. It 
serves, on the one hand, as a material guarantee to the creditors 
of the bank and as a moral guarantee of the careful manage- 
ment of the bank and of the spirit of thrift of its members. To 
ensure, however, against the undue development of the com- 
mercial spirit and to secure the bank against its shares being 
made the objects of speculative activity, restrictions are placed 
on the number of shares held by an individual member. In 
India, as in Italy, we have ^ares of a fairly low amount, say, 
of Rs. 10 each, though in some places the practice is to have 
shares of as large a value as Rs. 50. Besides making them small, 
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it has been found necessarj' to make them payable in small 
monthly instalments owin^: to the po^-<Tty of the members; 
and yet they have supplied the society in Bengal with 10 
lakhs out of 24 laklis of working capital, iji Bombay with 9 
lakhs out of 32 laklis, and in Madras with 7 lakhs out of 25 
lakhs. 

But share capital alone would be a narrow basis for a 
banks' operations and would not by itM If U :id to large 
profits. The cream of all banking busin* ss consists of profits 
on deposits. Moreover, ii is the part of ur!). i:i so- ietir s to sliow 
a substantial amount of d* j>osits from luiinbirs since these 
are the best proof of tiu* t,r*nvtli of iJuift amon.., the members. 
At till* same time a limit has to be .m t mx d- }»osn s in order to 
prevent the dei elopmeiit of a eomnu n ial and the attrac- 

tion of out'-jide deposits at any ( *><! With ilii. elvn « t d- po^its 
are limited to a certain muliiph^ of tie- shar^ eapital eg., in 
Bengal tlie total amount of liabilities in tlu shapt^ of d- |><>sits 
and loans cannot exceed ten times tlu \alm^ of tlu' s-ibseribed 
capital ; and fin re an* similar rules in oiJh r pn a»l{ neii i>. 
There is also a movement for tJi«’ pcan* e of savin/ s !>anlis 

accounts in urban societies wjiieh Id * n- ourage the d* {msit 

of small sums whieh. fenu an important nu an^ for rla < rvation 
of capital. Mr. W'ollt observe s that '.tx iie d' poni'^ bi sules 
being educationally a good thing in tlieni'* b- i s, an far more 
convenient to rely on. fn Italy ih** p< oplf s !> hav( ix eomc 
one of the most favourite species of |)n)>h^ savings bankn.*' 
On the other hand, it Jia.> l)e« n j>oint! d out; iliat sm li d* posits 
imply a higher standard of fluid source and tin y n» cessiiatc 
a larger staff. It is to ]>e ln>jM d that urban sen ieti< s will initiate 
and persist in this line of activity 

As a matter of fact, the urban sociiti' S in India hax'e been 
very successful in the d* velopmeiit of tlo ir r^ s c-rei ^ in the 
shape of share capital and rh posits. In B- ngal tie b tnks own 
capital (consisting of their sliare ra|*ital m* ruber^' d- podt.s 
and reserve funds) ain*>uniiiur to 22 lak.h- ciur of a lotal 
working capital of 29 laklis ; in Bombay, tlie proportion is 22 
lakhs to 32 laklis ; and in Madras tin- proporiicui is lb laklis 
to 25 lakhs. There is also another way in whirl i we can show 
the strength of our movement in the matter of share capita! 

. s 
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and reserve fund. The share capital and reserve fund together 
form 5() per cent, of the total working capital in Bengal, 35 
per cent, in Bombay and 31 per cent, in Madras. The rule 
laid down by the Maclagan Committee for central banks in 
the matter was that share capital plus reserve should be at 
least 12^ per cent, of the total liabilities. The non-agricul- 
tural co-operative system of India has far surpassed the require- 
ments thus laid down authoritatively. 

The object of the reserve fund is to increase the financial 
strength of the banks, to serve as a guarantee for savings and 
deposits and to make the .societies ultimately financially in- 
dependent of outside help. We have not yet attained to the 
strength of some Italian banks whose reserve funds are larger 
than the amount of their share capital. But our Co-operative 
Societies Act follows the best European precedents, according 
to which 25 per cent, of tlur annual profits are required to be 
regularly added to the reserve. These funds are in many places 
reinforced by any sums allocated out of profits, by entrance 
fees and by the value of shares forfeited to societies. Most of 
the provinces can .show a very creditable accumulation of 
re.serve funds ; in Bengal and Bombay they amount to more 
than a lakh and a half, while Madras is not far behind. 

A society is generally not allowed to lend to anyone e.vcept 
its members, though with th<‘ sanction of the Registrar it 
can make loans to other societies. It is not desirable, howev'er, 
to make this latter a regular part of its business except %\1ten 
an older 80 ci(‘ty is helping the initiation of a new society. The 
maximum amount of loans is fi.xed by the general meeting, and 
in some cas(!S there is also the rule that no member shall owe 
the society mort' than a certain amount without the sanction 
of the general meeting. 

The loans may be classified according to the nature of the 
security on which they are made. Mostly they are made on 
personal security (generally a double surety). Schulze Delit- 
zsch has called suretyship “the keystone of the organization;” 
because sureties proxide control and superxTsion over the 
borrower and guarantee his honesty and capacity as well as 
the proper utilisation of the loan. Loans might be granted 
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without security to the extent of a certain percentage of the 
amount of deposits held by a niemlHT. and at the discretion 
of the Committee. It has been proposed that loans sliould be 
made to members on the sircurity ot liuir shan s ; but then it 
is best to take other Skcurity also becausv ilu shans are a 
guarantee to the public of the stability of th* soi ietv. Ht sides 
personal sexurity. which is of coiirs<* }>n:triMl>lt . i ollateralsfcuriiy 
might also bt^ accepted at the conimittei s distretion. On 
the Continent, not only houses and laiuis but also ,c‘iod.s. stocks 
and shares as well as drafts ati^ aecriut d as .sreiirity. Wlv n 
co-operation was first starittl in Jjidia the }uopr>saI \sas nude 
that banks might make advaiu ♦ s on oruaint nts because in 
India j^^^ellcrv is regarded as a cnu\a naiit n»rm oi s<enrity. 
It was objected to this that a popular bank i-. ui»t a pvrA nsh\»p. 
and the fluctuation in tlie [»rie* juet iou^ nirtais nuke this 
kind of business particularly risky. Nevn thi h s^,, such loans 
are legal under S. 129 (2) of tuir Act .in<l are tar Innn tuteutuaion. 
In the cas<* of some banks, inorycaia s t»l n al |»rop< rty, 
Government promissory notes and insurartu' polii ics an* 
accepted as security iu additi‘an to pffsonal saivti- Li. 

As we have Sf en, some ot th« urban vm irties craiit cash 
credit. In the c:as»- of tin binks oi Ii.dy very much 

credit is given in the shape oi i.a'^h credit, autl tie system has 
l)een pronouiued to be s]>i'(:ially uiied to ih' teed ot agri- 
culturists. But the granting »)( such cn clit im|>li<s the possi's- 
sion of a fairly large amount oi cajutal by tht soi ii ty. It 
also cxposc'S the bank to a (ertainanvMiiit of risk sun e at tiniea 
of stringency the tirban ( In nts an ojily lor; likr ly to take 
full advantage of the r ash r r« dit extended to ihr tn . and in 
India there is a periodical strinj[;en( ' rih* Jess, a few 

urban banks have been able to make usr* of r ash rr^ ilits with 
success. It vvas once antir ipatr d that sine* <! iiJines ku huftdis 
are so common in India, our p« oples’ v^a)! !>« able to 

undertake such business and in that wav i" Mi/mdatr: local 
trade. We are informe d that in Italy ih- banks have been 
able to attract trade bills and to aerjuire a " xee)btnobilist;d 
portfolio." But such business pr«>suppr>sr s that the urban 
banks possess a staff of well-paid and trained officials, and wc 
have not yet reached that position in India. 
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Loans of honour form a feature of the work oi peoples’ 
banks in Italy. Mr. Duperncx advocated the introduction 
of this form of loans into the business of urban societies in 
India. In his view they would educate the outside public 
in the matter of the advantages of co-operation ; they would 
also train the staffs of urban societies in the methods of dis 
crinxinating cases worthy of help, and this experience might 
be placed at the disposal of the Government in time of famine. 
However, the procedure s<-cms to have been followed only 
in one solitary case in India, on Bengal side, and that because 
the urban society in question had an Italian gentleman on the 
board of management. E.\peri<'nce has shown that it is more 
advantageous to devote funds, if any are available, directly 
to educational or charitable objects. 

It is not part of the business of urban societies to grant 
long-time cH'dit. Thus, in Germany the period of loans by urban 
societies is generally three months, though an extension of the 
period is possible. In India in most provinces no loan can be 
granted for any period exceeding that which may from time 
to tim<! be fi.xed by the genera) mooting. In Bombay, there is 
the by-law that not more than one-half of the total capital 
of the soci< ty shall be on loans for periods t'xceeding one year 
and not more than one-fourth for periods exceeding two years. 
This by-law pro\’ides ample time for the utilisation of the 
loans in business and at the same time provides that too large 
a portion of the capital of the society should not be locked 
up in investments. 

The rale of interest on loans is fi.xed with due regard 
to the demand and supply of capital in the particular locality, 
and to the rates of interest pre\'ailing there. If high local 
rates arc du<‘ not to the manipulations of the Mahajan but to 
legitimate economic causes, the societies cannot afford to lend 
much below these rates. Any undue zeal in the matter of cheap- 
ening the loans would result in borrowings for unnecessary pur- 
poses and an injustice to the depositors. Considering the high 
rates generally prc\alent in India the urban societies may be 
said to have been very moderate as regards the rates charged. 
In Bombay 9| per cent, seems to be the most prevalent rate 
although penal rates as high as 18 f arc not entirely unknown. 
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In Bengal the most common rate is 12J per cent., while in 
Madras the rate does not rise above the normal per 
cent. 

It cannot be said that so tar the urban co-opt^rative aj^tein 
of India has made anythi^ like the pr»)gress that it mi^ht be 
exj>ectod to liave made ; its rate of pn)i;ress inii;ht he called 
small oven when compared with that of rural co-i)peration in 
India. As Mr. Wolff says. “ what Sk)-calleil ' urban ' credit 
societies there are — and tin ir numbtT is small are in the main 
compos(^d of civil servants, commercial or industrial employres. 
or elsi* very small artisans principally wravers but also scaven- 
gers, drivers and the liki*. " Tln^n asonfurJthisHtat«*of things 
is that attention has btvn roncentrafi'd oix rural co«op\Tation 
hitherto ; I)ut tluuv aiv signs now that the progress of urban 
co-opi*ration is about to be eKiXHlited. Phe a[»poinlment 
in Burma of a Special Assistant Registrar lor thr d»’velop- 
men! of the. urban side (d co-ojxualion is a wi lcome sign that 
the developnvnt of urban co-ojieratiou will l><‘ |>ushrd on with 
a new energy. The demand for banking facilities and for the 
organisation of urban and rural finance has g»>ni‘ on increasing 
with fVery yrar. But if the urban l>anks an- to multi|>lv and 
fill the vacant spact twerii joint-stiH k bank< <>n the one 
hand and agricultural en dit banks oji the otln r i]n*y r»'quire a 
more vigorous princijde and rate of growth. Rerbaps the line 
of development nvirk^ d out by Mr. Dtiperm \ at the bigiuning 
of the century might Ijo followed with advamage. As urban 
banks develop in district towns they should establish agencies 
cr branches in th<‘ sam*’ tov.n or in tie* smaller neighbouring 
towns ; such branches might flourish for a time under the 
auspices of the original banks, Imi tle v sliould !iltinvife|y 
mature into sister-hanks In the earlier stago* they should 
managed by local punchayets which diould be vested with 
general power to manage tlu: branch Uiider the roi ♦rol of the 
board of directors of the central institution. In IVimbay 
there is a remarkable example of th* establishment of such 
local agencies in the case of the Shamrao Vithal Society, and in 
Madras in the case of the Triplicane Urban Co-optifrativc 
Society. Both pt*oples' banks and caste siicieties arc in a 
q;)ecially favourable position for propagation on these lines. 
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But it is not enough to increase the number of urban 
banks. Our task is to improve the organisation and to in* 
crease the momentum of the aggregate urban system. For 
this purpose we cannot take the short cut adopted in some 
parts of Europe by increasing the size of individual urban 
banks ; though even along this line there seems to be some 
opportunity and scope for our activities. In the main, however, 
we should take care not to let individual banks become too 
large for work on sound co-operative lines ; and w'hat we 
should aim at is to combine the strength of primary urban 
societies into powerful central urban banks. Mr. Wolff notices 
that in Italy at least the banks have been averse to the forma- 
tion of such institutions for control and inspection, although 
they were r(p<.‘atedly urg<‘d to that course by Luzzatti and 
others. In that country the formation of very large peoples’ 
banks has Ixren in the way of a movement towards the forma- 
tion of central banks. In India we have as yet no such obsta- 
cles to deflect our course ; and we should choose the better way 
of forming unions and central banks ad hoc for helping and 
controlling our urban societies. Such an organisation of 
special central banks for the development of urban societies 
is necessary because the orientation of urban societies is different 
from that of rural societies. The individual urban society, 
possessing in the shape of capital a few thousand rupees, can 
never hope to bt? an important factor in industrial or commercial 
finance ; but a ctmtral b.ink basing itself on numerous 
member-societies is indeed a banking institution which 
can undertake financial work on a considerable scale. For 
one thing it can furnish capital to small industrialists and 
businessmen through the agency and mediation of the member- 
banks. But there is also another way in which it can utilize 
its larger resources. The mo\’ement towards the formation 
of industrial societies is increasing in magnitude, and such 
industrial societies might well look to the proposed central 
urban banks for an important fraction of their financial 
resources. At the start, and indeed so long as the co-operative 
movement has not attained its maximum magnitude, the 
urban central banks will also have to form business 
connections with exchange banks and joint-stock banks; 
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they can assist thes(‘ latter institutions by oponinf; up pro- 
fitable outlets for thi'ir capital and will receive assistance from 
them in return. It has bK'cu obst^ved that the great commer- 
cial banks of India have a choice of two methods for incrt\asing 
their business bt^yond th<^ presidency towns ; they might start 
numerous brancht s all over the country, or they might liave 
recourse' to the alternative plan of working through tln‘ central 
urban banks. Generally, it might he stateil, that the latter 
alternative will prove the less ditlicult as well as the rnon' 
profitable one. In India tin urban banks can hv of more use 
to the ordinary banks than is possild< in any other country. 
Managed as they are gf inrally by ftueigners. tin* great 
Indian banks cannot undertake branch banking in tl\i* mofussil 
on a large scale since their managers (aimot undertake to 
gauge the credit to !)e « xteiided to individual custonn rs. Here 
the help of urban banks would prove most invaluable to our 
larger banks ; and thus the spread of urban banks in India 
w’ould S4'cure to the country thosi^ gn^it advantages w'hicli the 
growth of branch banking has proeure<l to t)fher tanintries. 
On their sidt* the tirbaii banks should imjuove their official 
machinery and system of business so as to Ix ronn v\'orthv of 
such help and tnist from the joint-stock l>ank*i. 

TTiere is undoubtedly nnun for differem *- ot opinion on 
question whether a separate system of centml banks is wanted 
in the interests of urban co-ofxnition ; an<l di sting unshed 
authority can be quoted for the view* that if rural and urban 
finance are to Ixr iinited~as suggested in the earijt r paragniphs 
of the present thesis — tht union mtist take place; in the pre3*mt 
district central banks. But. with all deference to such high 
authorities, it is submitted here that th»* l>alancing of ^asonal 
surpluses of the urban and rural banks am and should take 
place rather in the provincial bank.s. Lirge urban banks are 
needed to help industry and corntm rce, and as, at l« ast at 
present. India doers not posse ss such large banks, it is necessary 
to establish central urban biinks to undertaki- the great task. 
Further, the work of nuinaging urban finance* is very different 
from that of guiding rural finance. The central rural bank 
has to guide and help srxieties which, as Mr. Wolff has told us, 
are necessarily small and kept in leading strings, unused to 
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business-like action, and of which the financial demands are 
pretty regular. But the work of urban banks is of a different 
nature ; and the two dissimilar types of work can hardly be put 
under the same unit of management. All over the world 
it has been found very difficult to induce urban banks of a 
fairly large size to combine with each other ; then how shall 
we succeed in inducing them to combine with the smaU rural 
banks ? On their side, the present rural central banks 
of India are none too willing to support urban banks because 
the liability of these latter institutions is limited and their 
business is not so well secured as rural business. Finally, 
whatever can be done in the mofussil, we must needs start a 
great s(;ries of central urban banks for the presidency towns. 
On thesf: grounds the present writer believes in the necessity 
of a s( parato system of central banks for urban co-operation. 

So far we have made suggestions as regards lines on which 
urban societies can be multiplied in number and on which their 
utility can be increased by the formation of central urban 
banks. It remains to consider the form of the machinery of 
management of these central banks. The central urban 
banks should be built up generally on the basis of common 
locality ; and on the boards of these banks the larger and 
smalkr p( opli s’ banks as well as the humble artisans’ banks 
should enjoy duo representation ; in one word, the multiple 
basis of our urban bank’s system should be refltxted in the 
organisation of the boards of the central banks. The result 
of such an arrangenu nt would be that we need have no fear of 
the small ma.n's interests b(ing neglected in the way they 
have been in some Europi an systi ms of urban banks. At 
the same time, while locality has its overwhelming claims, 
there should be no absolute prohibition against central banks 
being occasionally fornu'd on the basis of caste. Experience 
has shown the gn at vitality of urban banking based on caste 
in India, and some castes can command great organising and 
business abilities which would exert themselves freely in the 
service of a particular caste. 

The managing machinery of these urban central banks 
must needs be more comprehensive and specialised than that 
of either the rural central banks or of the member urbap 
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b&nks. Hitherto tlicrc has been little dilicrence made in the 
machinery of urban and rural societies. But with the rise of 
central urban banks on a laiige scale we shall be approaching 
the regions of the higher finance of industry and commerce, 
and in order to deal efficiently with such prol>U ms we sliall have 
to borrow a leaf from the organisation of i!ie lar^<r p< oples’ 
banks on the continent. At present we haw jwv^vided (or our 
urban banks the simple organisation of a niana:ang c<Mnnutlee 
and of a working committee to wliich powers are dt K gated 
by the former ; in few cases tlu re also exists a cointniltee ot 
supervisors Now, even as it is. this simple ni.u him ry is found 
to be unequal to its task whenevi r a such i\* expands in si/e 
to any considerable (^xteiit. Thus in th* case of thf Triplicane 
Urban Co-operative Society, the Board of l)ire( tors is assisttd 
by a number of committees including an Advisory Hoard, 
an Electoral Board, and a great number of local Bum hayels. 
In addition to these, the din'ctors thems< lvcs have pmver 
to appoint sub-committees. We se<- thus that, even as regards 
primary urban societies, iln iv is room for a iargiu and better 
organisation to facilitate the devrlo|)ment and to rorresiK)rid 
to the magnitinle of th<' largtr sejcicdies. A fortiori when 
we come to central urban l>anks commanding much larger 
resources, doing mucli more (ompliealed work and having 
active connections with the outside money inariod. we shall 
need a larger set of exjxTts and officials. Amateur banking 
can never be successful wry Ion/;, at hdst on any consul Table 
scale ; and th< re will be soon felt the lu cessity of improving 
and diversifying th<) managing machinery. Thu.s suppose the 
central bank lends money on hund’s, thf most ordinary type of 
banking business in India, That will rerpiire the appointment 
of some individual, or better still of sonu c<»mmittei‘, to approve 
or reject applications for loans ; and sm h a ccmmittec will 
correspond to ** thf^ comniitte<' of discount in the Italian 
institution. The managing committee rann<>t expected to do 
this special kind of work on any large scale. It \^iiJ also be 
found necessary to put more life into our existing committees 
of super\isors. Such committees might meet once a quarter 
to check the accounts, review the transactions of the society 
and see that all rules are complied with- If they arc not 
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satisfied with the administration of the managing committee, 
they can call a general meeting in order that necessary steps 
may be taken for the removal of defects. In this way the com- 
mittee of supervisors acts as a powerful check on any tendency 
on the part of the managing committee towards negligence 
and recklessness in granting loans. Besides this general 
application of the principle of division of labour, it will be found 
necessary for the central urban banks as well as for the larger 
member banks to employ a trained staff of accountants and 
bankers to do the work. It would be a mistake to leave the 
brunt of the work of banking to honorary workers however 
well meaning and honest they might be. This need is greater 
in India than elsewhere, because the layman in the mofussil 
has usually very little personal acquaintance with banking 
and its methods. It is to be e.\perted that the urban banks 
will in future be able to draw upon the staffs of a re-organised 
and highly trained Indian Co-operative S<'rvic.e. 


J. C. COYAJEE, 



VI 


CO-OPERATIVE FINANCE AND THE 
MONEY MARKET.* 


ThtJ pro\*ious writ*-rs have described the fotindations and 
structure of the co-ojx-rative pyramid. A word or two must 
now be said about its apex. 

It will be evident to all thinking men that you cannot 
build up a movement to finance the great mass of the population 
ol a country without affecting, whether for good or bad, the 
supply of money availabhi for all purposes, and that even if it 
were possible, such a movement couhl not be free and healthy. 
It was not long therefore before problems of liigh finance began 
to beset those responsible for the development of co-operation 
in India. Outside the movement, the banks at an early stage 
complained of a competitor able to offer deposit rates beyond 
their means and were inclined to ascribe its success to the unfair 
support of Government. The financial authorities also viewed 
it with distrust born partly of ignorance and partly of a not 
unreasonable dislike for the handiwork of " amateurs and 
enthusiasts.” They wi.re haunted with the idea of a huge 
credit strnctun being built up without prop*r r<.vrtv-.s and 
dependent on Government in tin- last resort to face all times of 
crisis ; and also feared the loss of their post oflice savings bank 
deposits on which they relied to finance produei’ve works. 
Inside the movement the to-ojK:raiivi: banks lonnd their opera- 
tions cramped and lunden*d by their lack ol access to the money 
market, at one season unabl*- t‘» serve their constituents for 

• The latter hall ol ihii essay has already appeared more or lese 
certaltM in the StaMman and is reproduced by the kind permiaeion ol 
the Editor. 
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lack of funds, and at another embarrassed by a plethora of 
money. What exactly their problems are and how they have 
hitherto tried to solve them, it is the object of this essay to 
show. 

Before these can be understood it will be necessary to 
explain very briefly the existing superstructure of the co- 
operative building. The system of local central banks will be 
by now well understood. In nearly every province where 
they exist they are now afliliated to an “apex” bank, which 
stands to them in somewhat the same relation as the Bank of 
England to the joint stock banks of Great Britain, that is, they 
deposit their surplus funds with it, and rely on it in the last 
resort for advances to meet demands of their constituents, 
for which they cannot themselves provide. How these banks 
came into being and what their exact relations with the local 
central banks in each province arc, is beyond the scope of this 
essay to describe. It is sufficient to say that provincial banks, 
under whatever name known, do exist in all provinces, except 
the United Provinces and the Punjab, and even there their 
establishment seems imminent. In some provinces, such as 
the Central Provinces, Bihar and Orissa and Bengal, they were 
formed by the central banks which felt the need of them ; in 
others, suchas Burma and Bombay, they were first in the field, 
and after financing the primary societies direct for sometime, 
have assisted the formation of local central banks in order to 
attract local deposits and to stimulate the development of the 
movement. In either case they arc managed primarily in the 
interests of their client banks and societies, and with the excep- 
tion of the Bombay Central Bank and the Madras Central Urban 
Bank, although relying on the well disposed individual partly 
for capital and chiefly for direction, arc in the last resort con- 
trolled by their constituents. 

In some provinces also, there are large groups of urban 
banks, the business of which is growing in impor- 
tance. So far these societies, which generally attract all the 
funds they need in the form of deposits, have, to a great extent, 
stood outside the main co-operative organisation, and from the 
point of view of the public greatly resemble joint stock 
banks, but it is to be hoped that as time goes on they will tend 
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to join forces with the agricultural banks with mutual benefit 
to both. 

The nature of the operations of the provincial banks, 
their needs and their possibilities have been much misunder- 
stood and misrepresented, and it is generally considered in 
“ business ” circles that their funds are utilised for long-term 
loans and are tied up in landed securities — in fact tliat they do 
a sort of land mortgage business. Now. in the first place, 
co-operative banking in India, especially at the ajxx, is verylike 
ordinary banking and it is impo.ssible to deal with it as if it 
were land mortgage business. Practically no money is lent on 
mortgage security, although mortgages are often taken by 
primary societies as “ collateral." .‘Vll credit is personal. In 
some provinces loans arc secured by promissory notes, payable 
on demand and backed by sureties ; in others, bonds (also 
backed by sureties) are taken in which the instalments fi.Ked 
for repayment are entered. In both cases it may be said that 
even in the primary societies, although as in the cast' of the 
presidency banks renewals to client s are frequent, far the greater 
portion of the loans made are for one year, and chiefly lor 
agricultural working exjxmses, and are repayable in full at 
harvest and not in small instalments over a number of years 
by way of amortis.ition. Quitt- two-thirds of the money lent 
out is repayable witliin two years, and the maximum jH-riod for 
which any part of a loan is given in any province is five years. 
Even in such cases, only part of the loan is lent lor a long period, 
since all advances are rcjiayable in instalments. As against 
the amount given out for three, four ami five years, may be set, 
in the first place, the share capital and accumulated reserves of 
the primary societies, which arc rapidly assuming large propor- 
tions, and secondlythe paid-up caj)ital and reserves of the local 
central banks. Long-term loans, so far as they are not covered 
by this money, are financed in the great majoriiy of cases by 
deposits in local central banks or socit'ties lodged for one or 
more years. These deposits are made by landholders, lawyers 
and others as investments and are what bankers call " good 
lying money.’’ In fact, the tendency everywhere is for all 
money required for more than 8 to lb months in any one year 
to be provided from local funds, and for provincial bank^ 
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except in those cases where no local central banks exist, 
only to provide money for the comparatively short-term 
loans which arc paid back at cacli harvest.* There is nothing 
in their operations very unlike those of the joint stock bank 
except that they neither take nor, in practice, lend money 
on demand, t Their advances may be made at any time in 
the year but are usually made at one season and tend all to 
return at the end of the agricultural year. This merely means 
that they have either to spread the repayments of their deposits 
throughout the year and provide sufficient fluid reserve to cover 
all possible repayments during a certain piTiod so as to be 
prepared for a panic or temporary lack of confidence — the 
system recommended by the Committee on Co-operation — or 
else to make their deposits returnable as far as possible at 
the lime their tidvances are H‘paid. This policy, which 
is followed by both the provincial and the local central banks in 
Bihar and Orissa, lU'eds a smaller fluid res<‘rve and seems on 
the whole the more sound, provided it suits tlie depositor. In 
cither case co-operative banks have the one great advantage 
over their commercial brethren, that, as they take little or no 
money on demand, they are not so affected by sudden panics 
and can only come to grief in the event of a jwrsistent lack of 
confidence which, if it occurred .would probably be well founded. 
They are institutions, therefore, with which, if they are well 
managed, it is eminently safe to deal. 

The co-op«!rat ive movement is often criticised by the 
uninformed public because year by year large sums arc shown 
in its returns as " overdue ” from the primary societies or 
their members. For instance, in the latest statistics published 

* la Bunnaand Bombay, the tendency is towards the formation of 
local central banks and the freeing of the provincial bank from long- 
term business. In Madras the Central Urban Bank, which is not yet an 
apex bank, still does a lot of long-term business with primary societies, 
but its short-term advances to the central banks, which are now being 
formed in increasing numbers, is expanding rapidly and if as proposed 
it is reorganised as a provincial bank, it will before long get rid of its 
long-period loans and play the same role as other apex banks. 

t Loans are often secured by promissory notes payable on demand but 
so far as the object of a loan is for the financing of a^culture, it is under- 
stood that it is given for the season, and the apex bank arranges its 
finances accordingly. 
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Rs, 1,06,69,857 is shown as overdue out of Rs. 5,46.48,096, 
or nearly one-fifth of the total outstandings. This not 
unnaturally causes misgivings to people who know the 
unbusinesslike and unreliable habits of the Indian peasant 
and do not understand the co-operative system. But in 
reality there is no cause for alarm at all. The object of thest^ 
figures is to enable thost^ responsible for the direction of the 
movement to sec how far loans are repaid puncttially, since the 
arrangements made for taking depo.sits and the provision of 
reserves depend on the rate at which loans an* actually repaid 
more than on the periods for which they are given out. Up 
till quite recently in most provinces all sums not paid on the 
due date were shown as " overdue ’’ whether extensions wore 
granted or not. Even now the statistics do not show the real 
conditions. The returns from which these figures are compiled 
are in most provinces prepared at the end of the agricultural 
year just after the bulk of the repayments fall due. Much 
of the so-called arrears are paid up a little later. But a large 
number of “ defaults ” have never even been considered by 
the societies before the end of the statistical year, and in any 
case it is most difficult to get the ignorant members to deal 
with these matters properly and promptly, fn practice, there- 
fore, these " overdues ” are very largely sums for which the 
security is excellent but for which no extimsion of time has 
been granted, merely because there has been no time or else the 
cases have been allowed to drag on without decision. In similar 
cases joint stock banks give renewals as a matter of course. 

Where there is any doubt, either the individual member 
is sued or the society is liquidated by a summary procedure 
under the Co-operative Societies .\ct, in which in some provinces 
all recourse to the civil courts is avoided, while in others at 
present only execution of the liquiflators’ decrees, against which 
no appeal lies, is taken out througli the courts. In one or other 
of these w'ays all money considered at all doubtful has been or 
is being recovered with far less difficulty than the ordinary 
creditor experiences. The co-operative banks only differ from 
others in 'the privileged procedure by which they arc enabled 
to recover their money and the publicity which attaches to 
their proceedings. Whether co-operators arc wise to court so 
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much publicity has often been disputed, but these so-called 
"arrears,” though unsatisfactory from other points of view, 
are not in themselves signs of unsoundness in the hnanci^ 
position nor do they form one of the problems of the provincial 
co-operative banks. 

Their three main difficulties at present are : — lack of business 
experience, the lack of a marketable security, and the seasonal 
surplus. Lack of business experience will, of course, disappear 
in time, but in the meanwhile it is a serious handicap in some 
areas and a source of anxiety to the Registrars. Tlic main 
problem is undoubtedly the large sum of money which returns 
each year and cannot be used for two months or so. Presidency 
and joint stock banks have the same trouble, but it hurts them 
less because their surplus money consists either of Government 
balances or else of deposits on demand, for which they pay 
cither nothing or very’jlow rates of interest . Provincial co-opera- 
tive banks and local central banks got very little money for 
nothing, as they do hardly any business of this kind. This 
recurring surplus therefore causes them considerable loss and 
makes it loss easy for them to maintain adequate fluid reserves 
in Government paper. An all-India central bank would feel 
the difficulty less acutely because the jx;riod of surplus does not 
exactly correspond throughout India, r.g.. money is needed very 
early in May for jute cultivation, whereas the rflftj'-growing 
areas of the. west and north-west do not repay' their loans 
till May and June ; but the problem as a whole cannot bo. solved 
except on very broad lines, such as are sketched later on. 

The fact that co-operative institutions do not, as a rule, 
take deposits on demand also makes it less easy for them to 
face sudden demands for accommodation from their constit- 
uents. Ha^'ing to pay for nearly^ all the money they borrow 
at rather high rates, because of the long periods for which 
they need it, they naturally try to avoid taking more than 
they can foresee they will need. They cannot safely trench 
on their liquid reserves and require therefore some means 
of putting themselves in funds at short notice. A joint stock 
bank in a similar position would rediscount some of the bills 
which it held, and this is exactly what the pro\incial co-opera- 
tive banks would like to do but cannot, except to a limited 
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extent, because the promissory notes executed by primary 
societies and central banks, which they liold as security for their 
ad’.'ances, are not a security which the commercial bank as a 
rule cares to touch. This difficulty has so far been met by a 
system of cash credits, wliich central and provincial banks have 
been allowed by presidency and other banks, usually on the 
personal guarantee of wealthy individuals or on the security 
of Government paper. Those credits are limited in extent 
and must be regarded as a makeshift, until the movement 
attains its financial majority. In one or two cases, notably 
those of the Central Provinces and Romltay, the soiietics pro* 
notes have been re-discounted and it is to lx- hoped th.at the 
facilili('S afforded in these two provincis will be {tradually 
extended. But there is obviously a limit to tin' extent to which 
presidency banks, which have bi-en constituted primarily to 
finance trade, can adapt tlu'inselves to the needs of agriculture, 
and it is certain that the financial structure of the countiy 
will require n organization in ord»r to cope with the problem. 

Wimt agriculture requires, is access to the money market 
and to rrovernment funds on the same l( rms as commen e ,ar.d 
industry. This might be S( cured if the All-India State B.iak, 
advocated by some, is formed, as this, besid> s taking o'.x r the 
State treasury work, would re-discount co-opera.! ivc paix r But 
this plan, though useful for the presi nt would probably prove un- 
satisfactory in the end as the Prussian State Co-op rativc 
Bank did, and it seems lik< ly that the problem will only be 
finally solved by the formation of an .All-India Co-operative 
Bank with somewhat the same relation to Government as the 
presidency banks now have. Access to tin; unexpended 
balances of Government could be obtained by a guaranteed 
minimum balance, which would practically be an interest- 
free advance sufficiently large to counter-balance the annual 
recurring surplus. This is required not to provide funds but 
to ensure elasticity. In r-tnrn for it co-op.rative banks 
througliout the country could undertake to cash all notes of 
smairdenomination presented in naasonable amounts. 

The co-op;ralive movement can o.ffi r many other advan- 
tages both to Government and the man of business. For, 
though mistakes have been made and ill-regulatcd enthusiasm 
• 9 
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will make more, co-operation has come to stay. It is even 
now part of the financial machinery of the country and wUl 
soon become one of the lar^^est, if not th<- largest, wheels in it. 
Furthermore, with the advent of pro', incial autonomy it will 
loom large in the eye of the politician, who, to catch the votes 
of the cultivator, must study his essential interests. 

The Finance Minister, tlu reiore-, can no long< r regard the 
movement from a detached standpoint but must learn to 
understand it and work with it in the same way as he does with 
tlu; commercial houses. He must study its principles and 
appreciate its po,ssibilities, as well as its dangers. If it is pro- 
perly stage managed, he has far more to gain than to fear from 
its activities. The growth of thrift will place at his disposal 
far greater resources than he has do amt of before. The 
savings banks on which, together uith his borrowings, he now 
rtdies to finance product iv«; works have so far only appealed 
to the Government servant and tlu; dv/eller in towns, and have 
failed to attract the hoards of, the agriculturist. But the 
co-operative society in his own village, which offers a security 
w'liich he can undiirstaud, and uses the money in a way which 
he can appreciate, is already beginning to draw forth the 
peasants’ buried coin. Against these deposits, which will 
soon swell to colossal proporiions, .soeii ti'.s and central banks 
must hold large blocks of gilt-< <lged securities as reserves, and 
the market thus cn ated ju.st in time to replace that of e.xhaustod 
Europi! will enable produetiw works to be financed with money 
on which the Government can rely in place of the unstable 
resources of the Post Savings Bank. 

A further benefit to our financial machiiK-ry will be 
the growing use of currency notes and cheques among the 
rural population. .'\t present the cultivator insists on payment 
for Ids crops in coin, because coin alone is of any use to him. 
He requires money to pay his rent, to r<;pay his money-lender, 
to purchase food and clothes, and to hoard. For each and all 
of these purposes now coin alone will suffice. The landlord, 
the shop-keeper and the money-lender much'prefcrcoin, if they 
do not insist on it; while coin alone can be buried in the ground. 
But the co-operative movement will gradually bring about a 
change in this uneconomic state. \^ien the landlord, the 
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bania and the ma/iajatj deposit their money in the central banka 
or primary .societies, and tlu' cultivator himself learns todispose 
of his surplus casli in ihe same way. the ciirn ncv which he will 
require uUl be ciirn ncv which tlie t'entral bank prefers. 
This, by reason of its small bulk anti lasiiiess to guard and 
transport, will be the note and rventually the cheque. Ten 
years to twenty years henci' the big Calcuiia tinns will no longer 
take their lakhs of rupees by launch or train to tlu* mofmsil, 
but will obtain credits with the provincial io-oj>( rativ<' bank 
and pay at least a large proportion of the jute st llers by means 
of notes or clieqms on ilie local c* rural bank. No*oii<‘ knows 
better than the Finance Minisi<r whal a convenii nce- and an 
economy such a cliaui:*/ woiilil be !*> liis fiuances. 

But if these and oilier services are to be nmdered to the 
community, tlu movement in India must be organized as 
a whole and be satisfactorily coupled to th** system of Ciovern- 
ment finance and the general mc>n(‘V marktU . Whal it requires 
is not funds, as is so often alK*g<’d. Tliese in normal times it is 
pt^rfectly able to attract as if expands gradually, and had far 
IxUter so attract than atttnnjH to leap to giant strength before 
it knows how to use it. But as explained above, it must have 
a connection with the money markil uhich will enable it to 
avoid, so far as possible, the expens** of massing hug<‘ unused 
reserVisat its ajH-'X, and to some i xftnt also th» complication 
of seasonal demands and surpluses. Such a systt m, if soundly 
devis< d, will be of tlie gn atest possible b( nefit to Government 
and the commercial world. It uiH utilise tluj hot weather 
surplus of the pn si<l* n( y banks to financ* the cultivator just 
at the season wlieii he most reipiires it. and will, as pointed 
out abovt*. lead < \'entua]Iy to the growth of deposit banking 
and economy in the use of metallic i iirri ncy. At jiresent 
just as the coin is pouring into llu presi<lency towns and the 
bank rale is dropj>ing to vanishing point, l)e(ause money is 
"unusable,” every {xasant in India is crying for funds to 
finance his cultivation and paying tlie village bania rates for 
them which would turn a Rothschild green with envy. In 
October the bank rate begins to jump, because the jute mills 
must have the money to pay the grower. N< xt comes the 
demand to finance the Burma rice crop, and finally the rush 
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up-country for wheat, cotton and oil seeds. In every case the 
money is required to pay the cultivator and through him the 
landlord, the shop-keeper and the moncy-kiidcr. The demands 
of the peasant for funds to finance his cuUvalion, and of the 
merchant for funds to buy the crops, could obviously be met 
from the same source, since in effect they at least partially 
cancel each oJur. All that is needed is organization, which 
the co-operative movement can and v.ill provide if it is pro- 
perly utilised. It is to end tlie pn s< nt me diaeval system that 
the co-operator dcsins to link up rural finance to the finances 
of Go\*< rnment and the ccmm^rcial w orld. He wants no 
Governm( nt money, unless it is the same rif ht of access to its 
unexpended balances, as is enjoyed by tlie commercial and 
industrial magnati*. He n quins no more' Government support 
than is afforded to the presidency banks. In return for this 
he hopes to produce that equilibrium of monetary dt-mand and 
supply tor which Government and the financier have long 
been vainly seeking. ip 


B. Abdy Collins. 
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TRAINING AND PROPAGANDA. 


The succof;$ and the safety of democracy depenci on the 
education of the various units composing that form of society. 
Co-operation, as is n oogui ^d by all. is essentially a 
cratic movem* nt. aiul h* lu e eduoatioii is an absolute rn'cessfly 
for co-opv rators. What vvas said by Professor Stuart in 1879 
to co-opi raturs in EneliMid holds true to-day in India : “ If 

the mass of y'>ur meinb* rs are not sufheieiitly instructed in 
these things, (nam 'ly. th*' pwnciph s and practici' of co-opera- 
tion), thiTo arises a rr:il danger to lht‘ co-of)i rative movi‘m«;nt, 
your memb. rs become a hindrane.*, anrl your possessions 
become apt ril/' This is emphatically correct, as co-op. ration 
has from the earli. st tim- s aim- d at providing not only for the 
economic, but also for the moral interests, ot those who t:omc 
under its sway. Further, in virtue of its intrinsie charac ter, 
it subsists not on offu ial patronage, nor on iulvertis- m^it 
campaigns, nor on pr. ss stunts, but on the enthusiasm and the 
energy of the various humble* individuals composiiv; it and on 
thc^fcelings of sympathy g. n.erated in tlic jmblii: mind. To 
arouse the enthusiasm of its component units and to n ihtj 

sympathies of the g* n- ral p’ibhc. two things are n* crss.j.ry ; 
instruction and propaganda. Th.-se* t\*/o constitute co-operative 
education, and while' th y are interr«*Iated, llirir|^sph - res of 
influence may, for all practical purposes^^cbe dilT. n.ntiated by 
assuming that training is required to educate co-operators 
thcmselvxs in the principh s and practice* of co-operation, and 
propaganda for enlisting uithin tlic fold larger numbers and 
creating a general atmosphere of good vill and sympathy with 
the aims and aspirations of the movement. 
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This vital aspect of co-operation has been recognised 
and attended to in many of the European countries where the 
movement has made its influence felt, to any considerable 
extent, as a social force. And from the earliest days, co- 
operators have been engaged at the task of consolidating the 
movement from within by means of instruction, and of propa- 
gating it by means of education of the public outside. A 
brief survey of those attempts would be of value in enabling 
Indian co-operators to decide upon the best methods of pro- 
moting co-operative propaganda and instruction in their 
respective provinces. In England, -where distributive co- 
operation among consumers has already remarkable achieve- 
ments to its credit, the central federation of th<* distributive^ 
societies, namely, the ('o-ojxrative Union acts as the central 
authority for the educational activitus of the movement. 
It publishes co-operative statistics, holds inquiries, conducts 
proj)aganda, gives hgal advice, and initiates parliamentary 
action. The « ducational work is conducted through a central 
educational committee of the Union, and, lahiy, an Adviser 
of Studies for the movement has l>een appointed to assist 
the work of the committee. Over (>('(> are d<‘Voted by 

llie movement, aTmually. to educational purposes. In this 
important task, the Union receives substantial assistance from 
a non-official organization, the Women’s Co-operative Guild, 
Th(! chief defects in this method of stimulating education are 
that it lacks intimate touch with societies constituting the 
Union, and that it fails, through want of local knowledge, 
to inspire enthusiasm or inculcate any wide appreciation of the 
principles underlying the co-operative system. 

Among distributive societies in Germany, the organization 
for educational j)urposes is more perfectly developed. An 
('laborate system of local committees has been established, these 
committees being charged with “the duty of systematically 
canvassing them (residcuits of a particular locality) from time 
to time to urge them all to join the society, of visiting period- 
ically all those among them who are members in order to 
hear any complaints, to urge them to increase their purchases, 
and to keep up their interest in the society, and of distributing 
in their own way, free of cost, the society’s journal." The 
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Raiffeisen system of creciit societies in Germany also places 
in the forefront of its prof:iamme the promotion of education, 
and one of the bye-laws of Raiffeisen societies dcfinittJy 
provides for “ the holding of instrucliNc lectures and the 
exchange of practical experirnco at tlie meetings of members.** 
The aim of this educational c mleavour is lield to be threefold, 
The first is ihe education of tht' co-operators of the future 
by means of infant schools and juveiule savings l>anks for the 
benefit of childn n of members. The second aim is to raise the 
IcN'cl of popular education by starting libraries, continuation 
schools, and social i lu]>s on the In nelit of the adult membt'rs. 
Finally, there is tlu training of nuiubers in co-ojurative 
principles and practice. In this direction, it may be noted, 
that while primary soci* lii s themselves initiate and support 
educational projects llu* main impulse is often <lerived from 
unions of soc ii tics. Tin se issne manuals and leaflets (or tlu' 
guidance and use of affiliated societu s, arrange for coursi s of 
instruction for se en taries and members of coiumittiM s, maintain 
libraries of co-oiu rativi^ lit< raiun*. and issue in wspapers and 
magazines. Tin* unions themselves liave ((unbined into a 
federation from whicli. mainly, they draw their inspiration. 
The annual congn ss of tlie ^ deration is the final authority 
on matters oi pv»licy, and through the gem ral ( omniittee, 
various sjncial euminilttis, the council of administration 
and th<* constituent co-oj>erativf^ institutions exercise control 
over the Raiffeisen ro-oj)erative credit societi<*s thmughout 
Germany. 

In Ireland- and this observation may well apply to the 
organization of agricultural co-o])eration in fingland - 
development has proceided on slightly dijlereiit lines, and 
the promoters of the movement hav4- (bund it ncessary to 
enlist tin* sympathi< s cd tin- general jaiblic in iJn ir eliorts 
to spread the movemt iil and < stablisli it firmly among 
Irish agriculturisls. Tlu: initial impulse, as in most other 
countries, emanaP d from a few individuals, hut as s(»on as 
co-operation had tak< u rocjt in the si>il. it was felt “ that if 
the new mo\'i rneiit w as to play a n al j>art in the life of the 
country, it must b<* mor<’ thoroughly s< lf-dirt:cted and more 
completely organized,” and it was thisfeeling that brought about 
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the formation of the Irish Agricultural Organization Society. 
" The public was appealed to provide funds to maintain 
the institution. By affiliating the societies organized under 
its auspices and by levying from them contributions it was 
expected that the I.A.O.S. would in time become a true 
federation, yet at the oiitset of its career the institution 
assum< d the aspect of a charitable society, depending for its 
resources not so much on the contributions of affiliated so- 
ci<!ties as on subventions from the State, donations from the 
public, and annual subscriptions from individual members. 
Though the society conducts audit, acts as the Kgal and poli- 
tical n prt sentative of the organised farmer, formulat(!S policy, 
and organizes, supcr\ases, and inspects affiliated societii^s, 
its main functions arc propaganda and training. Propaganda 
is carried on by (he free distribution of literature, by the 
addn ssinj; of meetings, and by similar other forms of publicity. 
Trainint; is imparted through local org-anizers and special 
agents employed for the purpose, who visit societies as often 
as is necessary and give the local workers encouragement, 
advice, and guidance for the bettcT conduct of their affairs. 
A certain amount of technical teachiitg in agricultural matters 
is also given in connection with the various activitie s enumera- 
ted above. 

The constitution of the I.A.O.S. is thoroughly democratic. 
The gemral committee is principally a federal council of 
the delegates of local societies, four of whom are elected 
by each of the four provinces, four by the individual 
members, four more are co-opted by the whole committee : 
and, finally, the development commissioners, from whom the 
Society is in receipt of a subvention, have the right of nomi- 
nating for co-option not more than eleven persons. The 
president and vice-president are elected annually by the affi- 
liated societies. Decentralization in administration is secured 
by the appointment of four provincial sub-committees, located 
at the centre of each province, and consisting of representatives 
of the respective provinces on the Central Committee, These 
committees discuss local questions, and consider proposals 
for new societies, organizers’ reports, and so forth. Further, 
each province is split up into " conference districts,” which 
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are empowered to elect delegates to a separate provincial 
committee, the memb^.rs of which have ample consultative 
and advisor^" powers. The orj^anizaii(Mi, however, suffers from 
the prevalence of a certain lack of discipline among Irish co- 
operators, and the absence of any kmi d* sire for federation. 
The farmers have not rallied in sufiici* nt sti\ iigili to the support 
of the institution which is working (or the ( stablishrnent 
of a new social order, and as the LA.O.S, remains a semi-|>lulan- 
thropic body, dv‘pending on the State for subsidir s. tln‘ spirit 
of self-reliance has not yet been evolved, and tlu' im* iU‘Vi lop- 
meiit of poliey has been hampcrul. Therefore, the l.A.O.S. 
will now have to concenirate its attentit)n mu so much 
on the organization of iit W' sock lirs, as on the tf aching of true 
co-operation to the existing om s. awakening them to the vision 
of a si'lf-siipporting and st ll-n liant t'o-opt rative commonwealth, 
and thereby generating a furee whose own momentum 
will carry the movement irn sistibly forward. 

Similar in many res|>eets is tlu' task tlhU awaits the 
Indian cO“Op< rator. Here let us survt y bri* the eonditions 
of the problem in India and suminarizv Niiccinclly the 
progress of the movement in the eouiitry. The agricultural 
classes in India, am(»rig whom alone co-opt ration has 
made any progress worthy oi record, ace, as a rule, sunk in 
poverty, over-burdened by an accumukition of uninoduelive 
debt, sadly deheient in education, and, in cons< ijurnee of 
the dt'fects enumerated, slow in n sorting to seientific 
and improved nvthods of agriculture. ('o-ojKrati\’t‘ credit 
was introduced in this country in U)<Ni, ;a the initiativt* of the 
Central Government, i)rimarily, as a it im dy for the state of 
stagnation to which agricultural communities in many parts 
of the country were thus reduced and lunce it is to the 
extension of rural co-oj>erative credit that, in the main, the 
energies of official and non-official workers have h* en directed. 
Co-operative credit for thi‘ rural classes is, therefore, 
the principal form of co-operaiion vriih which the public is 
acquainted, though of recent y<ars, and. « spe cially since the 
amendment of the law in vitrious other forms of co- 

operation have been promoted in different parts of the country. 
Only 1,001 out of a total of 24,141 primary societies are, it 
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ma y be remarked, devoted to objects other than the provision of 
credit. This one-sided development of co-operation is, however, 
of some advantage in dealing with the problem now under 
consideration. It simplifies propaganda, permits training to 
be restrict<*d to the requirements of co-operative credit socie- 
ties, their unions and central financing agencies, and reduces 
instruction to the enunciation of a few broad principles 
governing co-opctrative credit. On the other hand, with the 
restriction of the mo\’ement to one particular field of co- 
operation, it is difficult to captivate the imagination and enlist 
the sympathies of persons of different tastes and aptitudes, 
while the comparative lack of variety and originality in 
co-operative enterprises, as evidenced in India, does not always 
svicceed in calling forth the zeal and ardour which a movement 
endowed with richer and mon; obvious potirntialities can arouse. 

It will be profitable to turn n« xt to the subjv ct-mattei 
of this chapter, and to examine what i fforts have been made 
so far to spread co-operative idiication. and through wha 
agency, ft has already been mentioned that it was at the 
instancir of the Cential Governmtmt that the movement was 
introduced in th<‘ country, whik' in most of the KurojK;an coun- 
tries wh(W co-operation has flourished, the initial efforts 
proceeded from som<- indi\'idual publicist or official. 
This factor has influenced the development of the movement 
to a considerable extent. Launched as it was under the 
auspices of the Statt;, and actively promoted by its officers, it 
was not very unnatural for co-operators hitherto to have looked 
forward to furthiT developemenl only undiT the patronage and 
direction of th<^ State. That is an entirely mistaken \-iew, as the 
Government of India therasi lves rt'alized wlu'n the movement 
was first introduced ; for co-ojK-ration divested of the essential 
elements of self-help and self-governmi nt is not true co-opera- 
tion but merely a quasi-official, semi-philanthropic organiza- 
tion. Though in theory there has beeJi a whole-htarted 
recognition on the part of Government of the net'd for freeing 
the. movement of all except the statutory official control, 
the actual practice has varied from province to province. 
In some case transfer of functions to self-governing institutions 
within the movement is being delayed by local circumstances. 
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and in others by the trend of development of the provincial 
co-opcrativ’e organization. 

What share of the edueaiioniil work is performed 
by official and non-official agencies, may now bt* ex- 
amined. In the early years it was the Registrar and his 
subordinates, as well as local idhcers of the Revenue or 
Agricultural Departments, who carried on propagandist work, 
and attendid to the instruction of co-operators. Proj>aganda 
was carried on by means of simpleleaflets.haiubbooks. ix rsonal 
visits to villages, and homely discoursi.:-. Tin* illiteracy of the 
rural population made the work of the propagandist <‘xtremciy 
difficult. The usual forms of ]niblicity could have uo influence 
on a population largely unable to read and write, and hence 
the. success of propagandist « I’forts depended almost entirely 
on the personal imi)ression matted by the worker ; and the 
local official bt ing looked upon as llh‘ person mo.st intimately 
connected will) the agricullarisf. organization work had to b<* 
entrusted to him undtT the direction of the Registrar. This 
practice was soon found lobe <lefe(tive, and was abandoned 
in almost all provinces. Proj)aganda to be effective has to 
be carried on by men wlio posse ss living faith and inl<M*est 
in th(i work, and as few local officials, already overburdened 
with their own duties, could be lound posst ssing these^ 
qualifications, it was d4‘eme<l essential to t niist tin* services of 
local non-official lead^TS as voluntary helpu rs and U) supple.- 
mciit their eftorts by the work of administrative offuers 
engaged under the Ri'gistrar. These non-official workers 
come in as proj)agandist agents either in tlieir c:a]^acily of 
honorary organizers, directors of central banks, or members 
of union committees. 

The system of honorary organizers has Ixen developed 
thoroughly only in the Hom])ay Presidency. Iln* organizers 
are local man of |)()sition. influence, anti education, selectt^d 
for the work by tfie local Government lai Uie recommen- 
dation of tin; Registrar. They are generally jicrsons who have 
either evinced some int< n si in the co-operafive movement or 
are connected with well-managed societies. They are supplied 
with the publications Lssued by the Department, and after 
having studied these and the literature available on the subject 
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of co-opcration, they arc expected to carry on an active propa- 
ganda by paying personal visits to villages, by giving discourses 
and lectures, by affording guidance in the formation of societies, 
and by organizing meetings and conferences. The system is, 
within limits, an admirable and useful agency of conducting 
propaganda. but if propaganda has to be correlated to the actual 
task of organization, and the organizer is expected to act as a 
teaching and controlling agent, it is desirable that it should 
be carried on by individuals organically connected with and 
responsible to co-operative institutions. This kind of organic 
relation between propaganda and administration is achieved in 
some provinces by employing the agency of central banks or 
unions. Local directors of central banks in some provinces 
or a paid staff working under their direction— or members 
of union committees, in olh« rs, particiihtrly Burma — undertake 
propaganda in certain wi ll-d* marcau d spin n s of opi ration, 
employing the same inetliods as are rJernd to above. In 
most provinces, it may be remarked tlie efforts of the 
non-official workers are supplemented by those of paid officers 
of the department engaged primarily for audit or super- 
vision, but also called upon to assist in the work of 
general propaganda. 

But with a view to popularize entir- ly tht? machinery for 
this puqwse. to place the work on a sy^toiTiatic and organised 
basis, to co-ordinate the activities of diffen nt organizations, and 
to enlist the sympathies of the intelligmtzia of a province, it 
would be a wise policy to establish som i central non-official, 
organizations at the provincial headquarters of every major 
province. Initial st(‘ps in this diicction have already been 
taken. The Central Prov inct*s and Bihar and Orissa both have 
federations — consisting solely of co-operative institutions — 
started for the purposes of conducting audit, exercising adminis- 
trative control, carrying on propaganda, and arranging for the 
training of workers. In Bengal and Bombay, th< re have recently 
come into existence organization societies for conducting prop- 
aganda and providing training. The latter include co-operative 
institutions as well as individual sympathizers as members. 
A similar organization society has long been in existence 
in Madras, and has hclpedin propagandist work by organizing 
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conferences and publishing co-operative journals in English 
and in the principal vernaculars of the Presidency. In that 
Presidency, district councils of supi rvision— local fv^dtTations 
of unions of socir ties — have also assisted to some extent in the 
work of propaganda and training. In Burma, too. there is a 
similar system of district associations, w hii h in the last few 
years have had no small share in propagandist and educative 
efforts. It is now proposed to h dirate tie' district associa- 
tions into a provincial union lor the co-ordination of efforts. 
A provin< ial union has been start* d in the Punjab for conducting 
audit and propaganda, and this is exjv ct* d to d' V« lop in course 
of time into a n gular b drration. l.estly. ro-op« rators in the 
Unit* d Pro\ inc* s an- corn* mi>l;rliui; thi possibilty of starting 
cither a b d* ration or an orv,ani/ati*»n society tor stimulalin/; 
propaganda. 

In view of th(‘ slight educational progress — especially 
in rural anas — mad* sinct the niov< m ii( uas first introducul, 
the methods of propaganda hav<‘ uniil vay ivceiitly n inained 
practically the same, ronbnncas of eo-op**ral()rs have, 
however. d* vtl<)ptd ext* nsi\’* ly as valuable adjuncts to pro- 
pagandist ( fforts, and tin y an- eni:ourage<l particularly in the 
more: advanc* d provine< s lil«- ^Ia‘lras. P>urnia. and Bombay. 
Th* rc are provincial, divisional, di tri*t. laliilia, and hx al 
confen nc* s. g< n< rally arrang;* d by tlie K* gistrar’s d< partment 
with the aid, orrasionally. ol non-ol]i(ial committies. The 
conbniKiS in Madras, however, are organiz* d on a repre- 
sentative basis, almost wholly Igv nou-ofiKials. and their 
constitution corn sponds mon; or 1* ss to that of jiolitical 
and social conb n nces in tin- (ounlrv. Tin y n.n‘ tn at( d as 
part of propai.anda, Iv ( ause tin v aJford praeti«'ally the only 
chann* 1 of communication with th*' out^ifl*' pul>lic who are 
invariably invit*d.to the coiibnnf<s. I.** tuns delivered 
with the aid of lantern slitb s have also b * n utili/< fl for pro- 
pa£:andist purpos* s. particularly in the ('< ntnn Prov inces and to 
some extent in Bombay, and in <:ours< of tiin** th*- f inemato- 
graph too may be n quisitif)n* d for the w(»rk if films from 
India rural life arc available. Posh rs have l)e< n used with 
good efb et in the United Provinces, lat^ ly ; but neither posters 
nor cartoons have beta tried on an extensive scale as media for 
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{vopaganda. The various provincial co-operative departments 
generally maintain libraries of co-operative literature for the 
use of officers, and a few well-managed societies have their 
own libraries. A central library, recently amalgamated 
with the new Institute, has lx*en in e.xistence in !^mbay 
for the last five years, and federation and organization 
societies now in existence either have, or propose to 
have, libraries of literature, vernacular and English, on 
co-operation and alli< d .-’dijc cts. 

The co-opcic.ti\* d p.'.rimt nts in almost all the provin- 
ces issue model bye-laws, leaflets, and manuals, but these 
naturally contain too many technical and unattractive details, 
and are generally couclu^d in too heavy a style to serve 
as good propaganda. Besides, the manuals arc available 
only in English. Som*; of the departmental publications, 
howev;;r, and t ther pamphlets or leaflets issued by non-official 
organizations, are occasionally useful for propagandist purposes. 
For instance!, the leading principles of co-op<;rative credit have 
been reduced by e.vperu'nced workers to the ten main points of 
co-r)peration, and leaflets enumerating these ten points have, 
in rt:c<!nt years, h<‘lp<'d in parts of thj country in facilitating, 
to a certain extent, the task of organizers. In some provinces 
the ten main points have been rendered into verse, and thus 
placed in a form which permits of these being easily committed 
to memory by unlettered co-operators. Verses, ballads, and 
dramatic narratives have also been employed, though only 
to a very limited extent and in a very few' parts of the country, 
in furthering propaganda. Vernacular magazines and new's- 
papers have been used only to a slight extent for purposes of 
publicity, but vernacular journals specially devoted to co- 
operation have been started in some provinces, and, where 
issued in an attractive form, have proved valuable. Not 
enough advantage has also been taken of the English dailies 
and journals, except, here and there, occasionally. When ap- 
proached, these have always show'n a willingness to 
open their columns for co-operative propaganda. English 
magazines devoted to co-operation have been started in three 
provinces, and these have already been of much help in enlisting 
the sympathies and interest of the educated classes in co- 
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operative matters. Tl\e annual reports of tlie registrars of 
co-operative societies in the diflVrent provinces are generally 
valuable publications, containing not only useful information 
but occasionally, in addition. surve\s of economic conditions 
and dissertations on co-operation in practice. The value of 
these as media for co-operative t‘ducation would be enhanced 
if the publications were published in a handy form and made 
easily available, and Were translated into the vernaculars. 

But the best form of {)ropaganda is demonstration, and 
it is the success of existing societies tliat brings into tlie fold 
increasing numbers of n cruifs, and st r\ i s to convi rt the scep- 
tical. It was a reali/ation of this st:indi)oint that led the 
Committe<‘ on Co-op ration to suggest that once a few experi- 
mental societies were started in a particular art a, energies 
should be concentrated on tht‘ d<^velopiut‘nt of tht^se. so that 
in cuur.se of time their working would eiicouragir neighbouring 
villages to found societies. An iiicreast' in t!u‘ mnuiKT of socie- 
ties would then radiate from t:.visting centres of co-operation, 
and Ix! based on a well-informed desin? to imitate t‘\i.sting good 
«*xampK‘S. Fhis tJieory. howeve r, holds good only for types of 
co-operativi* inslitiilion^ which have had prolonged trial and 
<mcrgt‘d siK'cessfully from the test. But credit is the only 
form of co-opTation whit li fails under this category, and even 
with regard to credit, tin n ar. large st t tions til the rural and 
urban communities in st^x t ral j)arts ot the country, which 
stand urgo nlly in need td the ii li«:f it olb^rs, and which have 
not ytd btreii brovight uudt r tlu* infhieiu t: ol ct>M)p<*rativt; pro- 
paganda. Fur backward sections of these classt s, some lorm 
of propaganda is being carried on to a ct rUiin degree lx4h by 
official and philanthropic agencies, surm: creatt'd for tin: purpose, 
like thtr Bombay Debt Kedempti*m ('ommittee, and others 
including the spread of c«;-op;ration as part of th< ir ameliorative 
work, such as, lor instance. s#>cial service It *vues. depressed 
class missions, and Christian missions. 

With regard to other forms of co-operation, not much 
active propaganda has btM:n carried on except in one or two 
provinces. In Bombay, the promotion of housing schemes on co- 
operative and co-partnership lines is undertaken by a Co-op:ra- 
tive Housing Association started for the purpose, while the 
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Bengal Home Industries Association has been of considerable 
help to co-operative societies consisting of industrial workers, in 
that province, in the marketing of their goods and the purchase 
of raw materials. The Madras Provincial Co-operative Union 
interested itself at the commenccm(nt of its career in the 
furtherance of agricultural co-operation, but not much has 
come out as the fruit of its early labours. In many pronnees, 
efforts have been made by Registrars to promote the roe-ival of 
small and cottage industrVs throur;h co-operation, with the 
help of the Departnii nb. <>■. industries, but an organized 
propaganda to this end has lK;on conducted only in Bombay, 
and that too witli respect only to one industry, namely weaving. 
Of late, in the major }wo\ ince;s. the co-operative departments, 
in collaboration with the provim io l D. partments of Agriculture, 
have taken pains to promote agricultural organization ; and 
some propagandist work, mainly through an official agency, but 
occasionally with the aid of c< ntral banks and unions, as well 
as of local or central a'-ricultural associations, has been carried 
on to introduce socii ties to new methods of cultivation and to 
the use of improved imph ments, to get them to buy modern 
agricultural machinery for joint use, and to prevail upon them 
to maintain the purity of the .seed supply. The purchase in 
bulk of requirements lik(: manure and se« el, tlio joint sale of 
agricultural produce, and In iter methods of marketing have 
also been encouraged in some provinces, either through the 
agcnch s mention< d above, or by means of separately rof.istcred 
sock ties. The Fishf rh s Departments in Bengal and, to a 
greater extent, in Madras have assisted in promoting co- 
operation among the fish* r-f oik, while the aid of the Civil 
Vct( rinary Dt partmont has been called in in a few provinces 
in organizinf; rural opinion in favour of schemes of cattle 
insurance, though hilht rto with scant success. More active 
propagandist work by non-official agencies is, however, 
essential in regard to many of the useful forms of co-operative 
activity outlined above. 

The second main division of co-operative education is 
the training and instruction of co-operators. As d mon- 
stration of the successful working of a society constitutes 
the most valuable form of propaganda, any efforts directed 
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towards the training of co-opi rativc workers and the guidance 
to success of existing societies, besides bringing about an 
accession of strength to the co-operative organization, will 
result in an automatic expansion of the mo\Tment, There- 
fore, the paramount importance of this aspect of co-operative 
education cannot bt* over-t-mphasizt d. 

Guiding societies to success by means ol coutimious 
supervision of affairs, by m<‘ans of audit, by affording advice 
in matters of daily administration, by atu luLuic** .at committee 
and general meetings, bv lionu ly talks with members, consti- 
tute thi* essence of this training. Kvi ii though tiie f o-4)jX'ra- 
tivo S<.>cioties Act doi s not pre.scribe any s\*stem of continuous 
sup<a’vi^ion, aiuliuerily providi‘S lor an annual audit lor 
aset rtidning tlie linuneial |»osilii)n and stalnliiy of co-operative 
institutions, co-o|)i ratur> in most of the province.s felt, even 
in the early stages of the movement, the need of adopting 
some systr-m oi prov iding giiidancr to rural .societies in thi ir 
affairs, and. ai'cordiiiglx'. arrangf ni< nts for superv ision througli 
central banks or unions wa red* v ised in most provinces, whih^ in 
a few the ol!i< ial staff wasstn ngtiu m d to meet this need. But 
it was not till the f'oinuutttt' on ('o-o})f‘ra-lion had conducted 
their inquiry that the >upr(iue claims oi this form of co-optTa- 
tive education wire' ncogni/Ml. Tliat (.'oiunuttre empliasized 
the need lor a constant tee.ching of the main piinri}»les of co- 
operation iKUh bi Ic.re and after registration, and th^- observance' 
of these priMci|)lrs in aoliniiiistralion. As members of village 
societies could not, unaided, ensure this inculcation of co- 
operative i)iincipl< N. it v.as lurllu r suggested that the rt quisito 
external assisttMict- sliould b<‘ made available through central 
banks and unions. Lik« ori;ani/ation. su|)i rvi'»i<»n is not a 
function which (.an be effH i* iitly discharged by the staff of a 
central deparlnv nt of Govrrnne nt — tlie work ot whMi tends to 
grow mechanical and lisde.ss, as its si/e increases' while, on 
the other hand, it cannot be di h gated to non-ohicial unpaid 
workers who care n sponsible* n< ith< r to Government nor to co- 
operative institutions. Tci invest this work with an element of 
responsibility, it should he entrusted, as in most provinces, to 
central banks and unions, or in the alternative to local agencies 
» or committees responsible to central federations or organization 
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societies. It should be observed in this connection, that in the 
present state of rural education and in view of the fact that 
the tendency tow ards federation among village societies is still 
weak in most provinces, unions consisting only of societies 
cannot, without some external assistance, be expected to 
undertake? 4-ither propaganda or training. That this guidance 
should be derived from some responsible organization is 
obvious from the trend of what has been observed above. 

In a country like India, wdiere the level of popular edu- 
cation is exceedingly low, the usual forms of training and 
instruction, employed with striking success in the West, cannot 
usefully be introduced at present on any extensive scale. 
It is, nevertheless, felt that the personal influence of the or- 
ganizer and supervisor cannot always be relied upon for edu- 
cational progress, and that while the effect of this influ- 
•;ncc can, on the one hand, be exaggerated, on the other, in 
educationally backward and isolated tracts, the power is liable 
to be misused. Co-ojx rators in India, both official and non- 
official, have, therefore, been driven to the conclusion that the 
safety of the movement depends primarily on the universal 
diffusion of education among all classes of the people. That 
alone, they have come to roali.se, by force of c.xperience, will 
afford any satisfactory basis not only for carrying on propa- 
ganda, but for ensuring that instruction of members and office- 
bearers in the principles and practice of ix)-operation which is 
essential for the successful development of the mowment. In 
most provinces, this recognition of the claims of primary 
education has not advanced beyond the stage of formal resolu- 
tions at conferences, or of reiterations of its importance in 
annual reports. Some definite steps ha\a' been taken in Bihar 
for the active encouragement of the education of children of 
members, and contributions for the purpose arc made by 
societies from their annual profits, while in Bombay the grant 
of a handsome donation by a leading non-official co-operator 
has led to the initiation of a project for the education of adult 
members of societies in night schools. The Co-operative So- 
cieties Act provides for the setting apart of a certain portion of 
the profits of registered societies for expenditure on charitable 
objects, for the encouragement of educational schemes, and for 
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the promotion of the works of common utility. Unfortunately, 
only some socit ties, chiefly advanced urban banks and stores in 
Madras and Bombay, have criati d common f,nod or » durational 
funds, and not much advantat,c has been taki n of this facility 
for tlie promotion ol social wil.arc procUUdby the legislature. 

Yet. if the prevailing illiteracy I'leveins the usual 
forms of instruction Ining eflective to any (onsidi table extent, 
these have not bet it « ntireh' neglet tt d. esj'ei iaily in the mott? 
advanced provinct-s. The sujiply »'f M rnatul.ir litt rature on the 
subject of co-operation, extrentely scanty as it is. is growing;, 
and generally any vernaeuiar publiiatioii on the subject- be it 
epheincral let tures, rv ports of conft rcnct s or of modi 1 societies, 
or addresses of a ]nrinaiunt value rcei ives a wide t irt ulation. 
Libraries have been of heljv in tliis din t tion only to Eng'lisli- 
ki'owing eo-operators. i he .importanee ol this aspect ol oo- 
ojieralive education would be nigligible il ngard wer,' Iiad 
only to tile number of English- knowing t o-operators. The 
number of these in almost t vt ry piov ince is small, l)Ut thej arc 
generally men of light and leading', and if Uit ii interest is 
kindled they n-rve .idmirably the purpi se ol carrying on the 
gospel to the utilctiert (1 sections o! tlic community. Further it 
is through propaganda carrit d on in Fnglish tliat an attempt 
is made to enlist in the vaiise tin enthusiasm of the younger 
generation of the educated classes. The services of these 
will be nquind as the nem merit expands, as teachers 
and proacliers, su]'ervis>)i s and anditors. guides and advisors, 
and all eHorts aimed at s<(ur ng their i;o-oiMrati( n are 
eminently well <lire< tori. In some plaoes. the vernacular 
and Englisli magazinr s ref< rred to as media for propar.anda, 
arc also useful as tear lung agents, while loi al conferences have, 
in all the major prov iiii es. heeti used for diseiusing problems 
of internal manaf tmient, vr-ntilalin.;; grievanees and ditflciilties, 
and explaining the priiu ipl*. s und- riying the rno vi ment. V'isual 
instniction by means of lanir in leeturi s, the exhibition of 
appropriate cinema films, the display of charts and posters, 
can be suitably employed fof^romoting co-ope rative < ducation, 
but this has not so far been undertaken except, perhaps to 
a limited extent, in matters relating to agriculture. Lastly, 
there is the eminently useful method of imparting practical 
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instruction by means of visits to and inspections of typical 
societies. This has been alluded to previously in connection 
with propaganda. The value of this form of instruction 
depends essentially on the personality of the individual who 
assists at the inspection, and hence stray inter-visiting between 
members of societies may lead to no useful results being 
achieved. But if deputations of co-operators are taken round 
under the instruction of a trained worker, such visits may 
become one of the most valuable means, not only of stim- 
ulating propaganda, but also of promoting education. 

Lastly, tlierc is the training of workers and office-bearers, 
in the theory and practice of co-operation. Some tentative 
efforts in this direction have been made in several provinces. 
For the last four years, a course of training for secretaries of 
societies has been held in Bombay, under the auspices of 
a mixed committee of officials and non-officials. Last year, 
the course was bifurcated, class(;s for junior workers being held 
at v-arious local centres, and a senior class being arranged at 
Bombay. A course of training for departmental and bank 
officers was also arranged under official auspices. It is now 
proposed to entrust the work of training to the Gjntral Insti- 
tute referred to above. In the United Provinces, Bihar, and 
Burma, systematic courses of instruction arc pro\’ided for the 
officers of the department, and of banks and unions, and 
some similar arrangements exist in Madras, Bengal, the 
Central Provinc<?s. the Iffinjab, and Mysore. Baroda holds 
training classes for village secretaries on the Bombay model, 
and a scheme of training is contemplated in Bengal, where the 
Organization Society has under consideration a comprehensive 
project for the training of all class<^s of workers. There is one 
essential point to be borne in noind with regard to this form 
of training. Co-operation attempts to deal with the economic 
life of man, and cannot, consequently, be reduced to a science 
which is capable of being mastered with the aid of books 
alone. It is practice that counts for more, and hence it is 
practical training with the daily work of societies, an acquain- 
tance with real difficulties that should form the basis of any 
scheme of instruction. Further, the fundamentally democratic 
nature of the constitution of co-operative institutions demands 
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that the working of such institutions should be based on a 
knowledge on the part of the individual members not only of 
the principles of co-operation, but also of its practice, of its 
history and growth, and of the difficulties of daily administra- 
tion. Therefore, it is desirable that not only paid secretaries, 
managers and su{H.'r\isors of central banks, but their director- 
ate also, not only secretaries, accountants, and treasurers of 
primary societies, but the members of nvinagiiig committees 
and the general body of members also, sliould possess some 
knowledge of thtr theory and practice of co-operation. Other- 
wise, power will tend to be concentrated in one man or a 
group of men h-ading to loss of the true ( o-o])erative spirit. 
Tliis in turn may result in mismanagement and subsequent 
failure, for the entire stn iigth of co-operative institutions 
consists in joint aelion, gooilwill and trust among members, 
moral credit assessed by mutual intimate knowledge and 
gratuitous service lor the common good. 

Whih' this is the ideal which should inspire all schemes of 
training, in point ol fart it will often be lound ncces-sary to 
provide for the .'iclual workers some sy.stemaiic training in 
accountancy, business methods, corrtsponilence, and so on, 
which would be of no |>rartir,'il advantage to the general body 
of co-operators. I'or tin more advanced studvuts to be 
coached up for th<; work ol supervision, or audit, or the higher 
stages of co-operative banking <»r tradin.g. this training should 
bo based on a study and practiec of the theory of co-operation, 
on some acquaintance with iliegdieral principles of economics, 
and of a knfwvledge of geography and agricultural life. The 
study of co-operation should nut be eunfiin d to the understand- 
ing of the main principles only, but imiy well cover the history 
and progn ss of the movement, the different forms which it 
assumes, the essential features of ro-opciativ'e credit, 
distribution, marketing, production and insurance, and 
the Indian systems of highei finance, supervision, audit, 
and control. The training for the elementary students who 
are concerned with tin; management of ordinary primary 
societies should obviously be on a much less ambitious scale. 
Some of the subjects enumerated above may be dropped, in 
others only the rudimentary principles need be touched upon 
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during the course of instruction. In both cases, the training 
in theory should be accompanied by practical instruction 
and visits to societies. The training should extend over a course 
of anything between a month to si.v months for the advanced 
students, and two weeks to twelve wt-eks for the elementary 
students. The classes for the higher course may with ad^’antage 
be held at some central place — say the provincial head- 
quarters — ^in every province, the minor proxinces availing 
themselves of the facilities for training provided in some 
adjacent major prov’ince. Arrangemfnts might be made for 
enabling honorarj' part-time workers and others interested 
in the movement to attend the lectures and to insj)ect co- 
operative institutions. Though for a few years, a course held 
once a year and conducted with the assistance of local co-opera- 
tors should suffice for the needs of the situation, as the demand 
for work<rs grows, a regular training school, held throughout 
the year, training batch' s of studi nts in turns would become 
a necessity. Some full-time lecturers xvill tlu n have to be en- 
gaged, and these should generally bo si lected from among 
persons who have had practical experience in some branch of 
co-op< rativo activitj'. 

The danger for power to be concentrated in and knowledge 
monopolised by a single individual is espc cially great for 
primary credit sociidies in villages, and hence it is di sirable 
that others besides the secretary or accountant should share in 
the training provided for the latter. Further, an essential 
condition of all systems of education is that thi re should be no 
great divorce betwe<n the environment and methods of 
instruction and the conditions of life and work of those to 
whom instruction is to be imparted. For both these reasons, 
the classes should be held at local centres, the taluka 
headquarters, for instance, whin' village co-operators can 
easil3' assi'inblc according to their convenimee. Guidance in 
the working of societies, instruction regarding the power of 
the general body, the functions of the managing committees, 
and the duties of the secntariis, advice about the objects and 
periods of, and security for loans, the chicking of accounts, 
and such other matters should form the main items in the 
scheme of training. The teachers, again, should be men 
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actually connected with the management and supervision 
of societies, to be assisted, if nccessiiry, by peripatetic whole- 
time workers employed for the purpose, who might go round 
from district to district all through the vear. 

It will be evident from what has preceded, that non- 
official co-operators have, in most of the important provinces, 
actively associated themselvrs witli some branch or other of 
co-operative education. Still, with the (»rganisation societies 
and federations yet in process of inrmatiou. the gene- 
ral direction of the educational aetiviti^^ and ilie < imnciation 
of policy have restid with the provincial Registrars, and the 
efforts of the non-citfirial wcuIm rs have nowln r** been sys- 
tematically organized Placed originally as the guides, 
philosophe rs and fri nds of the m‘>vi nn nt the po*;ition tx'cu- 
pied by the. K« gistrar> was to som«‘ « \tt nt. jnsiitiable in the 
initial stages, but th<* linn has e«»m«‘ now when in the inter<*st 
of the etTiciciK'v of tin* luoxa iurnt and its exttuision to all 
possible spheres of economic aetivit\'. the m u hiin ry for guiding 
and propagating xhv movement should l)e popnlarise'd. and 
dependence' on a staff re'siK)nsil)le onlv to a centralized di^part- 
ment of tin* State r<*dured to a minimum. Fhe most logical 
line of (lf*V(‘Iopm«*nt is the* evolution of se lf governing fedi*ra- 
tions, ('omposed wholly of soeietie s and dri^end* ml for funds 
entirely on tlieur own rcsourci s. but if caution and tlu' lack of 
any active desire fe)r tediTation demand gradual progre'ss 
towards this goal, tlio stagr of transition sheaild l.>r jirovided 
for by de'vising some* ina<'hin«Ty suit<‘d to tli^' j)urpe)s<\ During 
the transitional p<Tiod. tht n then‘ may be a gradual transfer 
of functions from the Rrgistrar tt> self-governing agencies 
Avithin the mowment. State aid. in the' provision of personmd 
and funds, may not be wholly ese hewed but grants and .subven- 
tions may be acetpted by the* organization sor irties or federa 
tions within certain wi ]|-defin< d limits, and in^^te ad of be*ing 
absolutely self-containe d the' indepen<lent age u:i» s referre'd to 
above maybe so constituted as topn>\'ide for calling in the aid 
of individuals from tlie int<*Iligenii/a as voluntary ludpcrs. 
Next arises the que stion of the se lection of functions for 
transfer. Here the jerinciples on which the Montagu-Chelms- 
ford Scheme of Reforms proceeds to differentiate between 
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reserved and transferred subjects afford valuable guidance. 
Those functions should be selected for transfer where non- 
officials liave already some actual work to their credit and 
their capacity has been proved beyond question, where 
non-official effort has scope for active promotion of social 
well-being, where mistakes by inexperienced workers will not 
cause any grave set-back or disturbance, and where, finally, 
national enthusiasm counts for more than the precision and 
efficiency associated with departments of government. 

Judged from all these standards, training and propaganda 
and the de-liberation of policy would appear to be the functions 
most suitable for transfer to self-governing agencies, particularly 
as co-operative institutions in mo^t provinces have already 
shown their willingness to combine for taking over these 
activities. The second provisionfor the pi riod oftransition is in 
respect of finance. Until co-operative societii s have thorough- 
ly imbibed the principK s of co-operation, and are prt pan rd to 
supply funds regularly not onl\' lor the pnnision of training 
for their own memla rs, but for the purpose of propagating the 
movement, money will haw to be raised from i xternal sources. 
Subventions from Government for educational purposes are not 
objected to by the most rigid upholder of the theory of self- 
help, and can, therefore, be accepti d without hesitation, pro 
vided one paramount condition is fullilli d. If the subventions 
carry with them anypowi rs of control — beyond that of securing 
proper safeguards against miMise of funds —there are likely 
to arise, as in Ireland, continuous disinites on matters of policy, 
between the institution in reci ipt of such aid and the State 
authorities, and it were belter b)' far that the institution went 
without State aid than accepted it coupled with any powers 
of interference in internal ahairs. Further, it would be advi- 
sable to restrict the aid for objects selecte d on some rc;jcognised 
principles. Thus, propaganda for the spread of co-operation 
among the poorer classes should have a claim on the finances or 
the personnel of the State, as also the development of novel 
forms of co-operative activity and pioneer efforts in all directions. 
For these, co-operators may not be prepared to pay at the 
outset. To supplement these two sources of income, it may be 
necessary to approach the general public for funds, and these 
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can be obtained by subscriptions or donations from individuals 
interested in the movement. The co-operation of such indivi- 
duals would also be required, in^sorae provinces if not in all. 
for advice and general guidance in the affairs of organization 
societies and federations, and for active participation in the work 
of training and propaganda. The constitution of organization 
societies provides for individuals becoming numbers, and it 
might be desirable so to frame the by-laws of self-governing 
federations as to permit the co-option of individual sympathisers 
as members of advisory boards, on payment of annual subscrip- 
tions or donations. Popular education has not progressed so 
far in India that the lulp of thi' cdiicafcd sectiiuis of the 
community can bi- disju nstd wilh in organizing projects for 
co-0}X'rativc education and propaganda, nor has the movement 
spread so extensively as to include among its votaries any 
considerable number of representatives from the intelligentzia. 

No fear need be entertained, liowever, that a new bureau- 
cracy will be set up, as tlu' functions to be transferred at the 
outset do not a<lmit of Ix-ing exercised by a c« ntralised adntinis- 
tration. Both training and propaganda, as the* whole trend 
of thischapter shows, should be organized in local centres, under 
local workers, and d< centralization can be secured, as in Ire- 
land. by appointing district ortaluka coinmittu s and .advisory 
boards to whom powers can be delegated. Su])ervision over 
these bodies and uniticati<in of tlieir ])olicy will be the main 
function of the central org.anization, which alone', moreover, 
can supply the impe tus and tlur enthusiasm so e sse ntial for 
giving form to local aspirations, stimulating local initiative, 
and speeding up local eftorts. 

Progress in the directions indie ated above should proceed 
along the lines of deve lopment of flier provincial c.o-oj)erative; 
organizations, and ther.se lines are undoubtedly elivcrsc', aeccord- 
ing to existing leical conditiems. Further, though the objects, 
constitution, and methods of work ol the inslituti nis Iie-st suited 
lor undertaking propaganda and training havi- lie t ii indicated 
in the foregoing pages, no uniformity of t\'pir is aimed at. 
Nevertheless, it has been the intention of the present writer 
to show that a democratic moveme-ut liker that of co-operation 
can thrive and advance only under the stimulus of national 
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inspiration and national ideals, and that with the aim of 
enUsting to the cause popular enthusiasm and inculcating the 
true principles of co-optrati<jn, there should be. in every pro- 
vince, some well-defined move in the direction of entrust- 
ing power and responsibility to co-operators themselves. 
As a beginning in this direction, it is suggested that the 
functions of training and propaganda be transferred in every 
important province from the official agency to a non-official 
agency, truly repres(mtative of co-operative institutions. 

Whether the aid.)* th- aders of national life will be forth- 
coming in this endeavour, and whether the cause is worthy 
of it, are natural questions, but these questions only need to be 
put in order to Ix' answered <-mph&tically in the affirmative. 
Co-operation is not. as some still imagine, merely a movement 
for the displacement of the usurer and the profiteer, but it is a 
potent force in the reconstruction of society, which, as consti- 
tuted now, is only an endless conflict of interest between the 
consumer, the producer and the capitalist. Co-operation is 
one of the two movements wJiich are capable of organizing the 
economic activities ol mankind on a federal and democratic 
basis, so as to harmonize the interests of the three classes 
constituting the community. It is only by evolving some such 
system that the social injustices of the existing capitalistic and 
feudal structure of society will be put an end to. that the 
growth of the individual will be fo.stered and that men will 
“come to feel again a pride in theijMvork and to find that outlet 
for the creative impulse whicli is now denied to all but the for- 
tunate h w.” This is, indeed, a noble task which calls for the 
devotion of the and the highest among all classes of the 
community. In India, as in other countries, politics, however 
absorbs the interest of the intelligentzia. And so, “while 
men and women have struggled to achieve political democracy, 
so little has been done to introduce democracy in industry, ” 
in agriculture, in finance. But the future is not without hope. 
In the opinion of many who have followed closely the trend 
of political thought and action in India, a new spirit is 
abroad, — a spirit akin to that which animates the move- 
ments of social si'rvice and co-operation in other parts of 
the world, which looks to pohtical reform as a prelude to 
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the reorganization of society on just and equitable foundations. 
Co-operation is one of the forces which can be made the basis 
of a just and enduring national civilization. And if the ardent 
national spirit, now in evidence ail over India, can be yoked 
to the movement, co-operation may yet be, as dreamers 
prophesy, a vital force in the life of the people, and may 
moidd firmly the organic unity of society. 


Vaikunth L. Mbhta. 



VIII 


THE PROBLEMS OP AUDIT. 


Section 17 of the Co-operative Societies Act II (of 1912) 
runs as follows : — 

Audit. 

*' (1) The Registrar shall audit or cause to be audited by 
some person authorised by him by general or spc^cial order in 
writing in this behalf the accounts of every registered society 
once at least in every year. 

(2) The audit uiul<!r sub-section (1) shall include an exami* 
nation of overdue de,])i.s, if any, and a valuation of the assets 
and liabilities of the society. 

(3) The Rt'gistrar, the Collector, or any person authorised 
by general or special order in writing in this behalf by the 
Registrar shall at all times liavc access to all th<r books, accounts, 
papers, and s(*curities of a society, and every officer of the society 
shall furnish such information in regard to the transaction 
and w^orking of the society as the person making such inspection 
may require.** 

Sub-sections (1) and (2) (//) of section 43 of the same Act 
give Local Governments power to make rules prescribing the 
accounts and books to bv kepi by a society and providing for 
the audit of such accounts and tli<* charges, if any, to be made for 
such audit, and for the periodical publication of a balance sheet 
showing the assets and liabilities of a society. 

India lias boon doscribod as a land of villages and not of 
towns and cities, and this de.scription is correct enough so far 
as the prevailing colours in the picture before us are concerned. 
Moreover, Ijtdia is a country in which railways and good roads 
are not found far from the ieyf main routes of trade. Many 
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a village is completely isolated during the season of the rains ; 
and many a villager lias never set eyes on a locomotive. The 
ramifications of agricultural trade are intricate. In one remote 
tract, for instance, which furnishes large iiuantities of oil 
seeds for Marseilles — and which, before 1914, was not un- 
known to Hamburg — the extraction of produce is in the hands 
of men who are themselves cultivators resident in another tract 
which is traversc'd by rail. The latter, with their juck bullocks, 
— for carts cannot be used in this particular part of the world 
where there are no roads — . and during the months when their 
own cultivation is at a standstill, make trading expeditions 
which are financial by small de.ilers. The small dealers pas.s 
on the produce to the agents of the big exporting lirms. Ten 
to fifteen miles is a full day’s journey for a laden jmek bullock, 
and distances between villages are often considerable. A 
good idea of what rural life and conditions are in India in the 
twenth'tli century may be gaineil by looking at the pictures 
to be found in the Loutrell Psalter and in ancient mamiscript^ 
belonging to tlu- Bodleian Library at O.xford. In England, 
about A. D. 1340, there were bullocks yoki il to the plough, 
men sowing broadcast, cans of a primitive kind, handmills 
for grinding corn, wheat being cut not with scythes but with 
sickles. .All thesi; things are to be seen in India to-<lay. It is 
true that, here and there, strenuous efforts made by (iovern- 
mimt officers have made sorno imjiression upon the hard crust 
of rustic prejudice. Thanks l o the demonstration and ti aching 
of the departments of agriculttire, a great deal has been done 
to introduce methods which increase the cultivator’s income. 
But the population of British India is two and a half times 
that of the United States of America ; and out of 244 millions 
of people in British India, 226 millions lead a rur.al life. In one 
province 93 per cent, of the people live and die. in the place 
where they were born ; in another province, itsc’l as large as 
England, Scotland and Wales put together, there are only 117 
towns which can show a population of more than 5,00b persons, 
while 42,000 villages average 311 inhabit ant.s apiece. The 
obligations and burden of debt are, according to Hindu religion, 
hereditary and, to this day, many a son is, in fact if riot in name, 
the slave of his father’s creditor. In British India six people 
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out of every hundred are able to read and write ; but, when 
weighing this percentage, the reader must remember that over 
large areas it falls as low as three and even two, while in a few 
centres of Government as high a figure as ten or even twelve is 
reach<rd. Speaking generally, a boy goes to school, and a 
student to college, in ord( r to gain admittance into the service 
of the Sirkar. In an Indian atmosphere such a thing a^ co- 
operation could not be autochtlionous, and it was by Govern- 
ment that the co-operative movement was introduce d. Again, 
India is a country of big distances and trying climatic con- 
ditions. There may be, in a British district, as many as five 
thousand or as few as two thousand villages scattered over an 
area considerably larger than Yorkshire. By no means every 
village in a district is the home of a co-uixuative society. To 
get from one society to another a man would hav * to make a 
good march and might liuse to make a very long one. And, 
dining llie rains, he would very seldom be able to march at all, 
In certain districts of Bengal the journey, at all seasons of the 
year, would b.e boat. 

Such, then, is the environment of rural co-operation in 
India. It is clear enough that it is impossibh* for a Registrar 
to audit the accounts of every regisUred society in the area 
under his control, that is to say, unless there are to he a very 
large number of Registrars in every province, liwii in a small 
province, and at this early stage of the movement, it would 
take one Registrar not less llian a quarter of a century to 
audit the existing societit‘s, “ The Registrar shall audit " is, 
therefore, unattainable as a simple and complete system of 
audit. That being admitted, the Registrar must cause the 
accounts of ot’ery registered society to be audited once at least 
in every year by some person authoiized by him by general 
or special Older in writing. The law docs not stipulate that 
the pt'rson authorized shall belong to the service of Government. 
But that the field from which the Registrar is able to recruit 
his auditors is not at present a very wide one u ill become more 
evident as we proceed to examine the qualifications w'hich an 
auditor o(^a co-operative society ought to possess. 

In co-operative work, the term “ audit has not the 
restricted meaning which is attached to it in connection with 
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the examination of the books of firms and companies by 
chartered accountants. The auditors of a commercial firm 
or bank are not required to make an inspection of its affairs 
in detail ; what they have to do is to examine the balance 
sheet with the books, accounts, and \ ouchers ivlatiivi; thereto, 
and report (a) whether it is properly drawn up so a<i to exhibit 
a true and correct view of the state of the linn’s or b.mk s 
affairs, and (h) whether it is drawn up in coiilonniiy with law*. 
The person auditing the acconnts of a rural co-operative 
society has a mon compn lu-nsive iluty to discharge ; a duly, 
moreover, which requires the possession of local kirnwh clge and 
of sympathy, as well as .i grasp of the aims and ohjecis which 
co-opiTaiors must keep slt adily before them. The audit of 
a co-operative society must, in fact, include an inspection of 
detail. Li t tis suppose, lor instance, that the meml)i‘rs of a 
rural credit society have encountered a succession of bad 
harvests. It may be, perliaps, that hail and rust have be<‘n the 
cause s at work. The auditor finds that the alfairs of ilte society 
havt' arrived at wliat looks like a .standstill. For a year, oi 
longer, not a number has been able to meet his obligations. 
Not a number lias any accounts kept by himself to jiroduce, 
for the simple and sufticient reason that tlu‘ society consists 
of cultivators none eif whom ran either read or write. What is 
the auditor to do ? Well, if the ** auditor " is i he right kind 
of man he will he in sympathy with tlu misfortiiiHS to which 
agriculture, and e.sjxciallv agriculture in lndi,i, is jxauliarly 
liable, and lie will understand the difficiillies with wliich illitt> 
rate people have to contend. If lu* is a practical man, lu* will 
know, also, that both rust and hail are capricious in tlu ir 
incidence. Then,—* for tlie riglit kind of man will have tael as 
well as sympathy — the auditor will work the memliers into 
what may be termed a co-ojxrative frame of mind,” rerufin- 
bering that poor cultivators are not always in a st. te of grace 
and that the effects of teaching and talking are notoriously 
evanescent. By degrees, the auditor will arrive at something 
approaching the truth. He will find om, from the members 
themselves, that Ram Bax got no crop at all anc^^ould not 
pay ans^thing, but that Pyarelal's fields escaped both hail and 
wst. “ Then, Pyarelalji, why did you not pay ?'* " We 
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thought that we would all stand together and pay nothing. 
Had one member made payment and not another, there would 
have been misunderstanding up above.” “So you all said 
'bad crops’? Is that so?” ‘‘It is even so.” Having 
thus established an understanding between himself and the 
members, the auditor’s task will be to expatiate upon the true 
inward meaning of " co-operative conduct,” to smooth out tan- 
gles and adjust differences, to explain away misunderstandings, 
and to leave the members of the society not sadd<*r but happier 
and wiser men than they were before, his visit. 

But if the auditor is the wrong kind of man, what happens 
then ? The art of auditing a rural ro-op<‘ratii e society is one 
which cannot be acquired in schools and class rooms. A man 
may have read many books on co-operation, he may he able 
to repeat the (o-operative Socit;ties Act and all the by-laws 
by heart, but y<t if he lias nothing more than theoretical 
kiiowledgi' to guide him he will probalily not be able to reach 
the In'arts ami minds of the jHople he has to deal with. If 
then, the auditor is obtusi- or un.sympathetie or both, he may 
either accept the plea of bad crops, without testing or sifting 
it, or he may r«ject it. If he accejits it, he accepts a half 
truth, and he will lose the respect and incur the amused con- 
tempt of the nu inbers of the society. If he rejects it and 
treats a bewihh red audience to a long lecture on the theory of 
Co-o|X‘ration with a capital C — , he will do no good. It is 
useless to tell a man who is feeling tlw pinch c)t undeserved 
poverty to bi' punctual in the paynn iu of his debts and to be 
sure to put something into his thrift d< posit account. Mecha- 
nical audit is, indeed, one of the greatest dang<Ts to which the 
co-ojX'rative movement in India is e.vposed, and, as every 
Registrar is wall aware, the provision of a symjiathctic, intelli- 
gent, and elhcient audit is one of the most difficult tasks with 
which he has to deal. The difficulty is aggravated by the fact 
that men educated in towns and colleges arc seldom well ac- 
quainted with rural conditions. Imagine, for instance, what 
would happen if a clerk from the Bank of England was des- 
patched by the Board of Agriculture to audit the accounts of 
a co-operative society of fruit growers ! Unless the bank 
clerk was a very exceptional person, he would be most unaccept» 
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able to the members of the fruit-growing society with whose 
circumstances and mental outlook he would be out of touch. 
It is, in fact, most necessary that auditors of co-operative* 
societies should not only be well versed in the principles under- 
lying the movement, but should understand the particular 
nature of the societies which they are to audit and the work 
upon which the societies are engaged. The principles ol 
ro-operation are more or less common to every kind of et*- 
operative society, but tliere are important differences in their 
application. 

To pass on. The fact that there an* many different aspects 
presented by the problems of audit may be accentuated bv 
further illustration. Take the case of a co-operative society 
formed for the purpose of providing manure, pure seed and 
improved agriculttiral implements. It is obvious that an 
auditor cannot be the friend and advist;r of such a society 
unless he has him.sclf got a working knowledge of the use ainl 
advantages of manures, pure seed, and improved •igricultural 
implements. Cases have occurred in which soci«‘ti«*s have 
been supplied with the wrong typ«,‘ of impNunents and with tin- 
wrong kind of seid. Sonn-times, too, the manure supplied 
has been badly adulter.ited. .'\n auditor of swieties of tliis 
kind should be able to put his finger on weak spots and to 
protect the soci<-ty from the effects of inexperience. If he 
cannot do so, then the members of the society are more likely 
to look upon his visit as a nuisance than as a benefit. Tlieii, 
again, there are small industrial societies composed of weavers, 
workers in brass, potters, etc. An auditor without some 
knowledge of the trades involved is not likely to be of much 
practical value, as he will carry no weight with tlie members 
unless he can offer them reliable advice. It must be 
understood that the Indian co-operative movement, is in 
a constant state of flux and that in its various stages of 
progress, differing as they do from year to year and from dis- 
trict to district, it evinces different symptoms to which the 
same form of treatment cannot always be applied. Tlie 
conclusion toTwhich the writer is being forced, after many 
years of practical experience, is that for the minimi audit of 
• 11 
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small primary societies oi all kinds the ultimate agency 
employed will be a purely non-official one. What, it is suggested, 
ought to be aimed at is the utilisation of local helpers in the 
shape of selected members of unions and societies. Such men 
would be remunerated by local co-opetrators in receipt of their 
services, would, perhaps, be trained by a Federation, and would 
have to be licensed by the Registrar, while their work would 
be subject to official inspection and super-audit at reasonable 
intervals. It does not, however, appear probable that India 
will reach this stage of co-operative development until slw^ has 
made much further progress of a general nature. 

Some reasons may now be given in support of the; views 
just (‘xpros.sed. To begin with, if the audit of co-operative 
societies is to be entirely and permanently in the hands of a 
staff of paid Government auditors working under a Registrar’s 
orders, the danger of the work being done mechanically must 
be considered. A man employed, year in and year out, as an 
auditor of primary societies soon gets stale. The work its«.lf 
is of the most trying nature, necessitating as it does prolonged 
touring from village to village. Further, as the number of 
societies increases, the army of Government auditors must 
constantly be added to. This means the creation of a huge 
Government department and an additional burden, in the shape 
of salaries and pensions, upon the public revenues. A Govern- 
ment auditor, moreover, must, of necessity, be a man who 
sees things co-operative from the outside and not from the 
inside. Nobody, it may be argued, can understand what the 
working of a primary co-opt‘rative society really means unless 
he has himself had experience of it as a member. Audit by 
a Go^■eI•nment staff, pure and simple, will, it is feared, 
not only become mechanical but unsympathetic as well. 
It cannot be intelligent unless it is based upon full local 
knowledge, and it is difficult to see how the members of a 
Government audit staff can possibly possess that full measure 
of local knowledge which is essential to the efficient 
co-operative audit of primary societies. The same arguments 
which tell against the creation of a huge- Government co- 
operative audit department are still more against the crea- 
tion of a regular cadre of auditors paid by the movement iiself 
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and under a centralised non-ofijci.il control. Of the two, the 
former is likely to be impartial, more efficient and better dis- 
ciplined, while the latter brings with it the additional dangers 
of party and factional differences and of wire pulling. Tlien, 
again, once a man is brought on to a regular audit cadre and is 
enlisted in a service, whether that service be official or non- 
official, his removal becomes a matter of difficulty. man 
may work ver\' well for two or three years ; after that he 
may grow stale, not through any tault of his own but lu'causc 
of the monotony of the work, or his health may break down 
.and itanay be difficult to provide him with other employment. 
The presence of such men must create ,1 s<;rious problem — a 
problem which once created is almost incapable of solution. 
It has been suggested, as a possible method that suitable men 
might Ixj allowed to serve on deputatioti from oth'-r depart- 
ments as auditors of co-operative >Oi;ieties. There arc many 
objections to this suggestion, the most important of which are 
that good men are not willing to leave the departments in which 
they are serving, that it takes a man some time to pick up 
sufficient knowledge to mak<' him of practical u.a*, and that 
when a man’s real utility begitis he may either have to return 
to the department from which he came or, if it is decifled to 
retain him permanently, his utility may cease as soon as his 
zeal evaporates. 

We may now glance at the problems furnished by co-opera- 
tive institutions falling outside the categories of ; («) small 
primary societies, and (6) local unions of such societies, These 
are central banks, provincial banks, co-oix;rative stores, largo 
urban societies, etc. Mr. Wold has s.aid somewhere that, 
though at the root of the co-operati\'e tree, the small primary 
society must work on ptirely co-operative and very simple 
lines, the higher units of the structure require, in thtur adminis- 
tration, an aptitude for commercial busine.ss as well as an under- 
standing of the aims and objects of the co-operative movement . 
It is clear, therefore, that for the audit of concerns, such as 
central banks, the staff employed must possess special quali- 
fications and training. At some future stage of development 
it may be considered right to entrust the .actual audit of central 
banks to licensed auditors not in regular Government service. 
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But, for the present, at any rate, it is more than doubtful 
V. bother any such step is possible except, perhaps, in very rare 
cases. The movement in India is not yet twenty years old, 
and few' central banks ha^'e had the time to become thoroughly 
co-optuative in constitution. Even \vhen they have become 
so, nmil and parochial directors will require the advice and help 
of more < xpericnced men with an outlook on affairs extending 
beyond a single district or lahsil. For all practical purposes, 
therefore, it would seem sufficient to contemplate the .move, 
in the near future, of the (lovernment audit staff upwar^irom 
the original audit of primary societii s and their unions, to the 
original audit of the more advanced and complicated institu- 
tions. It is probable, also, that th*- super-audit and inspection 
of primary societies and their unions will always have to be 
cfmdncted by a Governmeitt staff, for it is difficult to suggest 
what otht r agency a Registrar working under the Indian 
('o-operativ«' Socituie.s Act, and carrying tlie responsibilities 
impo.sed tipon Itim by that Act, could rely oji. Turning to th<; 
co-<.>perati\'e ston-, it is cvidtnt that its full development in 
an Indian environment must depend upon the advice and 
assistanct; of Cioverumenl expt^rts. If the store mowment in 
India should happily follow the course it has taken in Great 
Britain, dislrihution will be followed by production, and, 
at lh(; very outsi t, it is necessary to point out that co-operative 
stonvs will n-quire the active assistance not only of the Registrar 
of Co-oixT.ative Socii ties and his expert staff, but also of the 
Director of Industries and his exixrts. While, therefore, the 
declared policy of Government is against the creation of an 
enormous co-operative department, it is none tlie less incumbent 
upon Government to place at the disposal of its Registrars a 
sufficient number of duly qualified auditors, inspectors, and 
teachers, and thus to keep in reasonably close touch with a 
movement which was started by Government, wluch vitally 
affects the public interest, and which will always require 
careful guidance. Provided that Registrars can discharge 
their very responsible duties with efficiency, it may 
granted that the fewer the number of auditors which Govern- 
ment employ's and paj^ for, the better it will bo for all 
conci-rned. 
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Lastly, I touch, by special request. i»u the important 
<luestion of payment ior audit. Is there always in India to be 
a free audit, provided by the State ? Should societies jxty for 
a State audit ? Or, ought audit to be leit to c()H>perators 
themselves to airaiige for under a paternal and general 
supervision prot'ided by (iovernmeiit r Ihe space allotted 
to me by the Editor is limited, and i haplt i \ lll of Mr, 
IL W. Wolff’s “ Co-op(U-ative liinkiiig ’ deals at length with 
the more important aspects of thesv pniblenis. Mr. Wollf 
would^ I imagine, be sliocked betiUid lueasnrt to tind any 
“ co^l|Huator ■■ advocating a syst<‘)n ol five State audit, 
the tertn “ audit " being understood to include inspeidion. 
*’ Inspection by an officer of the St«ite. ” says Mr. Wolff, “ 
tlie worst that can be devised. ” Hnt. and the Ihil ' is a 
big one — this distinguislied authority goc-, oii to e\]>lain th<U 
he I xeejits India from his argument. He tells us that even 
in Germany the system of insjHcticm and audit ttof eoiubu;i*‘d 
by the State and Nof tree, did nut .s]>ring fully panoj)lied out 
ot the head of any great genius. It took a Nmg time for eo' 
1 ‘perators. assisted and guided i»y (i»»vermn*'m . to vv»»ik 
things out for themselves ; and Mr. Wolff mak<‘ ^ ii ( lear tliai, 
vwn in ''modern India. ’ co-(*j)eralors will lia\‘e, lor some 
Vtars to come, to lx* routeiu to go to seliool With eX- 
jHiieiice. " Abo\<' all things. ' writes Mr. Wolii. “ tin jiancily 
(d availabit* qualified jx rstuis (to e.omlnci inspi ( lion and audit ) 
must be taken into aeef.iiut. ” < ontn*!. he tells us. to i>e Wi-nii 
;inything, must be ellev tive ; and i Jiet tiw control. In* adds, 
I'lesupposes f’Xj»er( knowledge, sueh as nut many ainat'ui 
I jankers can be expeeted t<» possess. Koliei i Owen, lie* loan- 
der of the luiglish e.o-(»j)t rative movement, was liorn as Inu:; 
ago as 1771. The co-ojK-ralivt* moveinent in India wa'. stalled 
in Inspired by Owi ii, Raiffeisen and N liulze -I)elil/si h 

commenced their work in GeriiUiny in 1<S*1S. It \>ris not, how- 
( ver, until 1H89 that the German eiovvinmeiu e<iu!d disass* - 
riate itself from the active siij>er\'isimi of c,)-e*])erati\ e *‘i»»cietic*s, 
w'hich it then finally declared to be insiitnuon > ui a j^rivate 
and not of a public kind. Regular iiudit was made comjml- 
sory by German law, while tin* grant cd autliority to audit 
was reserved to Government, rii*' proj>t,sitJon that audit 
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should be free has never been put forward by " co-operators ” 
either in England or in Germany, nor, so far as I am aware, 
in any other country except India. It is a proposition which 
might be put forward by a socialist, but never by a co-operator. 
“ Any project or system which trusts to the State to accomplish 
it,” declared Mr. G. J. Holyoake, ” cannot officially be brought 
forward for co-operative congress discussion. ” If the reader 
wants to know why, it is because apostles of self-help cannot, 
if they are sincere, clamour for State aid and, at the same 
time, preach the gospel of co-operation to their disciples. 
Co-operation asks nothing from the State save cqud^ty of 
opportunity. Socialism asks for doles and dissolves co-opera- 
tion, Socialism may be better than co-operation, but it 
is not the same, and those who think it better should go over 
to it, and not pretend to be on the side of co-operation when 
they arc deserting it. If, therefore, the evolution of the co- 
operative movement in India follows sound lines, the State, as 
guide, educator, and friend, will refuse to listen to the arguments 
of reactionary persons who would have the State provide, 
as a matter of permanent policy, a free audit for all registered 
societies. I employ the epithet ” reactionary ” because it is 
not a principle of Lib(‘ralism that one part of the body politic 
should be nouri.shed at the expense and to the detriment 
of another. On the contrary, the liberal view is that every part 
should be trained to use its own energy, and thus contribut<‘ 
to the support of the whole. Conservatism, on the other hand, 
delights in teaching the masses to look to the classes to fight 
their battles and to obtain money for them — a policj’ which is 
based on the conser\ative conviction that superiors must be 
maintained in their position t»f superiority, and is deliberateh’ 
calculated to make the masses cling to that notion and to re- 
main in a state of subjection. And yet, so long as the co- 
operative movement in India, or any part of it, is in the school- 
room, it would be, in my opinion mistaken policy to exact fees 
for audit carried out directly by Government Audit by 
Government servants, as all experience shows, is, at best, an 
unsatisfactory substitute for an audit carried out by those w-ho 
have the necessary local knowledge and are, in otlicr respects, 
competent for the work. The mere fact thai audit by 
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Gt\ eminent is carried on at the expense id the : oneral tax- 
payer must limit the expansion t»j a Statt* audit department. 
If the functions ol Ki>;isirais and Government inspector- 
auditoi^ are to be confined, more and more, to teaching and 
training co-operators to d<v things for tliemsolves and to pay 
their own way. then it is ch ar that the j)nA'ision of a well- 
trained Government staff is a measure of State eeonomy under- 
taken, not fi'Tthe special and exchisivt* benefit ol (Xi-operators. 
but on behalf of India as a whole. The State, then lore, should 
pay for it, and must adjust its means. (*r, in other words, the 
strength of its dej>art!nent. to the end in view. At some 
future time Indian Cl>-open^t^»l^ will so strengthen their 
present position as in be able in etuufuei all audit and 
inspection lor themselves,. ** Sonu.^ kind of tiownimeut 
supervision there will always havi* to be ' .idmits Mr. WoUf ; 
and V hat Mr. Wolff admits as lt'gitiinatt\ Indian i (^-operators 
can accept with easy minds. 

Within the limits of, i short ess.iy, suih as this, it is not 
pos.sible to do more titan to in vile attention to the fail that the 
proldems of audit in ,i vast eoiintry like India are of the 
most i.w‘rj*kxiMi: kind, Ti» deal out ih«‘ same in aimeiit all 
round — to Madias, to Ihnnhay. t<» the Ihinjah would !>e to 
imitate ilie igiiorant motlier v hn (lo>t > all 1 h r « hildren indis- 
criminatelv witli a singli pati nt medicine. I‘.\ei sinee IIXH 
Ki'.rristrars lia\e h<en trying to mak» .good eo-o|>f‘rati\'e Vuead 
out of the various kinds of flour a! their dis|>o>;d, On this task 
Registrars are still t ng.u?.e<l. and it cannot be umlersiviod too 
clearly tliat the measure o! iheii ultimate siiri ess must lan'elv 
depend upon factor- whieh an otil^ide the scop, «fl the co 
oixnativ*' movement altogetlar, SucJi fa.(tors are the spread 
of primary education, tlu* improvemeju of rural < onimuuica- 
tions, and the awakening of a. desire lor juogress amongst the 
masses. That such a desire i> aln adv s* eking expression 
amongst the classes cannot b*- denii d, hut a < ornparatively 
minute number of educated men can neither muke nor control 
a genuine co-operative movenieni. It is not loo much to 
claim that the policy of the Government of India, has, in respect 
of audit as well as of other co-operative matters, been liberal 
and prcigressive. There are, iiule« d, soiu«- critics wlio say that 
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it has been too progressive. The history of co-operation in 
India daring the last two decades has at least marched with 
Indian development in other directions during the same period. 
And, though it may well be that occasional halts will be found 
necessary, it is certain that this march will be continued during 
the years ahead. 


11. K. CrosthwaIte. 



IX. 


THE POSITION OF THE REGISTRAR. 


Thr fuiulanit iii.il |>riiu'ij>lt' of ijt ral cn-opnaiivt' polit y 
laid down by tlu* iu.ral Editor ol this book is that ofbci.il 
control sliould be restricted Krittbially to iht- function'^ definitely 
;issigiu‘d tti tlu* official siaft in the t t^-opt rativi* Societies' Act 
and all inii iativi. , training, finance and devt lopment should br 
transh rred to ro-oj>erators iheinsi Ivt as rapitlly as elbci< nt 
representative and democratic co-opt rat ivt institutions ran be 
creatid. Tliis principle 1, in ctirnnion with the other coutrilui 
tors. h«ive aect pted. aiul this beini; so, tlie lirst step towards 
tlie dt lining of the position of the Kt gistrar is to ascertain 
uliat pret ist ly tin tuiu t ion- an- wliit h the Act has dt'linitely 
.isMgiu<l to liint. l or this purptise 1 piopos< l«> coinnu net 
uiih a etimparison ot the fun('tion>, of the Kegistno ul Joint 
M(»ek ( tunpanies registeit <1 under ila* Judian 1 oinpani* s’ Ac t. 
I Pi:?, wiili those of the Kegistrar of ih*- ('o-oj>eiativ<‘ Societi* s 
fin- (*u-oj)erat i\e Societies’ Act wa^> j>:issefl in I PI 2 st» (liat 
lliere is only a year between the two Ai ts, and they wi it- p.issed 
practically by the same Eegislativi* ( ounril. Such iliffereiice- 
as may exist lietween the powers .issigiiefl to tin- tuo Registrars 
may tiierefore be taken to be intentional, aiul any addiliofial 
powers given to the R<-gistrar of ('o-ujx rat ive Societies wi n* 
iindonbtedly conferred upon him of s< t purpo^; and with the 
intention tliat they sliould be used. 

A perusal of the Inrlian Companies’ Act show> the Regis 
irar to be in the main a recording officer who receives aiul 
tabulates the statutory returns of whicli the Act directs the 
submission by registered companies. Practically the only 
executive power given to the Registrar is that conferred by 
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Section 137 which enables ihi. Kcbisirar on receipt of a docU' 
meat to call for supplementary information or explanation. 
Even so, all tliat he can do if the explanation or information is 
refused or is inadequate, is to report the matter in writing to 
the Local Government. Speaking generally, the duties of the 
Registrar are to secure publicity for information which the Act 
directs shall be available to Government or to the public, and 
he has no discretion of his own and no responsibility for the 
working of the societies registered in his office. Given the 
necessary publicity, it is assumed that the shareholders are 
capable of managing their own affairs, and the general pttblic 
is free to deal with the company as it likes and at its own risk. 
It is, however, noteworthy that the Act forbids joint unlimited 
liability which is the ordinary basis for an agricultural co- 
operative credit society. 

If we now turn to the Co-operative Societies’ Act we shall 
fipd that the position is entirely different. The Registrar is 
given authority to use liis unfettered discretion in tlie discharge 
of almost all of the duties assigmd to him by tlie Act. The 
effi.-ct of the exercise of tins discretion is to make him. to a 
certain extent, responsible for the result thereby produced. 
Thus, in Section 4 of the Act it is stated that a society which 
has as its object the promotion of the economic interests of its 
members in accordance with co-operali\T principles or a soci- 
idy established with the object of facilitating th<; operations of 
such a society, inay be registered. Section 9 amplifies the 
iliscretion by saying that where the provisions of the Act and 
rules have been complied with, the Registrar may, if lie thinks 
fit, registi-r a society and its by-laws. The same discretion is 
allowed in the l ast^ of an amendment to the by-laws [Section 
11 (2) ]. Section 17 provides that the Registrar shall audit 
or cause to bo audited by some person tiuthorized by him by 
general or special order in this behalf the accounts of every 
registered society at least once in every year. It also gives 
him or anyone authorized by him in writing the right of access 
to all the books, accounts, papers and securities of a society, 
and requires every officer of the society to furnish such infor- 
mation in regard to the character and working of the society 
as he or the person so authorized may require. Further, 
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under Sv:Ction 35, the Rt\i;istrar may of his own motion hold 
an enquiry or direct some person authorized by him in wriiiny 
to hold an inquiry into the constitution, working and financitU 
condition of a registered society, and again all officers and 
members are required to give sucli ii\loriuation as may be asked 
ot them. Under Si‘ction 39 the Kegistrar has the power, after 
an enquiry or insp<'ction, if he is ol opinion that the society 
should be dissolved, to cancel its regi>tiiuion. No nsiriction 
whatever is placed upon the discretion grante d to the Registrar 
under this Stciion, nor are ilu* grounds on which the dissolution 
sliouIB be orderetl in any way indicated. An aj)jxal is allowed 
against his order which moans only that tlic reasons for disso- 
lution must be substantial and such as can b«^ appreciated by 
the apiX'llate authority. 

Sv'ction -43 (2) (c) allows the Local Govi rnnu nt to make the 
Registrar a son oi High Court for the- setUemeut of all internal 
dispuus occurring iti a society, and this iH>w<‘r has been talo n 
advantage of in every Province. I'lie result oi these various 
provisions is that th<' Registrar is plaa d in a sort of paternal 
position in regard to ev< ry so( u ty. He delines the terms on 
which alone it conv s into existence, lie ha.s tlx* pov\i'r to keej» 
hiniselt tully intornied of its working. an<l lie lias full <liscretion 
to l.iring its e.\i^t< nce to an end, if lx* thinks such a coui'm* 
d(‘sirable 

Tlx i\ ason lor llx' assignment of greatly t iihanced |>o\veis 
to the Registrar of ro‘OjM'rativi* Societies as compared with 
those given to his fellow- Registrar tinder the Indian (’ornj^anies' 
Act bi conn s ob\*ioiis when the c lass of jmtscuis for whom tlx 
Co-operative Societies’ Act is intended is nali/ed. Hie jire- 
amble of the Act begins with tlxese words: “Whereas it j. 
expedient further to facilitate the tormalion of co opc ratiN’e 
societies for the promotion of thrift and s<li-!xlp among 
agriculturists, anisans and persons of liniite f means, it is 
hereby enacted as follow's : " It will be obvious to anyoru 
who is at all acquainted with the agricullnrisis, artisans 
and persons of limited means in tlx; various parts of 
India and Burma lliat such persons arc* in a very 
diffen m position from the ordinary shan holders of joint 
stock companies. Their education is, as a rule, extremcl> 
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^fective, in many Provinces indeed the majority of them are 
illiterate and their knowledge of business matters is. far from 
being such as to enable them to create for themselves either 
local institutions or central federations either of a co-operative 
or of any other character. Co-operation depends absolutely 
for its success upon the realization of his personal responsibi- 
lities by every member of the movement, upon the character 
of each member, his ability to earn a profit and liis readiness to 
sacrifice himself and give the interests of his fellow-members 
the same value as that which he attributes to his own. To be 
truly co-operative it must be autonomous, and as a insult it 
lollowsthat the co-operative movement is sometliing more than 
a method of granting corporate existence to business associa- 
tions. It is a great scliemo of adult education both in the 
business and in the moral sphere, and as sucli depends for its 
success upon two things — efficient tiaching and efficient 
inspection. The duty of organising an efficient service of 
inspection and audit is specifically placed upon the Registrar 
by the provisions of the Act. His dutk s in regard to the 
provision of instruction are not so definitely prescribed, but 
inasmuch as the discovery of faults in administration and 
working is useless unless a means exists of eliminating them 
when found, it is obvious that the intention is tliat he should 
also be responsible for the organisation of instruction. This 
instruction is of two kinds. Tlic first deals with tlic general 
principles which undcrly co-operation. These are readily 
understood by any amateur possessing a fairly good general 
education who is prepared to study the literature of the subject. 
Ihoy can also bii reduced to cxtnmiely simple terms so as to 
be susceptible of explanation to any peasiint, howcvxu* ill- 
educated he may b(^ by anyone who st'cures the peasant's 
confidence and can converse; with him on frank and open 
terms in his own language. No great amount of technical 
knowledge is required for the equipment of such an instructor, 
and the work can be done, and done efficiently, by anyone who 
is convinced of the truth of the principles and has sufficient 
enthusiasm to embark on the work of propaganda. 

These general principles are, however, only the framework 
of the co-operative movement. The mere recognition of the 
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truth of the principles is not sufficient to secure success. The 
principles have to be translated into action, and the co*opcrative 
movement in any country aims at the establishment of a great 
business organization with a working capital runtting into many 
millions of pounds sterling and pro\ iding for as many as possible 
i>f the economic retptirenK'nts of those who belong to it. Thest* 
r<-<iuirements will be of ilie most tliveisilied character and will 
vary greatly from class to «-lass. Thus, to take tin- sphetx* of 
co-op rat ive credit only, which is only a very small portion of 
the potential activities of the movement, the following classi's 
i»f nee&sare in Burma now heing provided for or under e\amina- 
lion, practically all of which need spxial treatment or special 
tnachinery of one kind or another. There is the ordinary 
inhivator who reciuiivs his annual eultivation exp-nses at a 
reasonable rate of interest, and once he is si-t free from the 
ruinous system of selling his crop green is immediately well on 
his way to prosp’rity. There is the pioneer engjiged in the 
op'ning up of new trat ts where land is practically valueless, and 
largt' ex|»nditure is required tor jiiiigN- tleuring, purchase of 
cattle, <lrainuge or irrigation and the maint«;iiance of the 
colonist and his household \mlil his land lx.-come.s productive 
in the second or third year of iiccupation. Ilurc is tJie small 
hftider in irrigation tracts almost overwhelmi;d l»y the weight 
of debt contracted at tlu; time of the inlrodnclion of irrigation 
at ruinous rates of interest from money-leiuU rs whos«* main 
object is to gel possession of his land, j here is the landholder 
in tracts of commercialised agriculture where land is valuable, 
who requires in addition to his annual exp nses of cultivation 
a quasi-permanent addition to his capital in the form of a long- 
term mortgage loan repayable only by small instalments of a 
sinking fund spread over a considerable p-rio<l of years. '1 Iwre 
is also the enterprising and eiurge-tic agricultural labourer or 
tenant who desires to raise himself to the position of a projirietor 
and needs long term advana.s to enable him to purchase land 
and to provide the necessary capital for woiking it. These 
requirements are agricultural only. In the case of non-agri- 
cultural credit, the requirements of tin? Province are equally 
diverse. There are the large traders of the towns, the small 
shop-keepers, the bazaar sellers, there are fishermen, salt boiler.-:, 
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lumber men, potters, weavers and artisans of every kind. 
All have their own special needs which have to be separately 
studied and met by special machinery before an adequate 
flow of money at suitable rates of interest and on suitable terms 
of payment can be arranged for between the monied classes and 
the ultimate borrowers. /Xnd if tliis is so with co-operative 
credit, it is equally the case with all other phases of the 
movement. 

The situation is really identical with that of any big busi- 
ness or commercial Arm. The partners and directors may be 
experts in the actual business of the Ann, but they will not 
possess all the technical knowledge required. Tlu'refore. for the 
erection of the buildings n quired by the Arm. their equipment 
with machinery, the building of ships and the provision of other 
similar requirements for the efficient carrying on of its business 
they will rely on consulting engineers and other experts hanng 
special technical knowb'dge of the matters required. In parti- 
cular with regard to tin- books to be maintaimd by the Arm 
they will, if they are wise, invite the assistance of a Arm of 
chartered accountants for the construction of a suitable system 
of accounts and will rely on them also for a regular audit of 
their business and for periodical advice as to the possibilitk's 
of improving their system in the light of each year’s experience*. 
It is to be noted that their dependence upon skilled technical 
assistance is not a temporary matter only. The greater the 
development of the Arm’s business and the greater the success 
that attends its operations, the greater wDl be the need for these 
technical services, not only in order to secure that development 
shall proceed on sound lines but also to prevent the appearance 
unnoticed of the seeds of future decay and failure. 

Co-operation means first and foremost better business, 
and it must be recognised that the bu.siness of tlie co-operative 
movement is just as technical and just as much in need of 
trained and expert assistance as any other form of business. 
It caters for the most part for a class of people who are not in a 
position to provide this expert assistance for themselves, and 
the policy adopted by Government in regard to the movement 
is the Arst and most striking instance of the abandonment of 
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those principles of laissez faire which ih** n port of the Indvisirial 
Commission has proclaimed to lie at the root of the slow 
development of Indian industries. Indeed, that rcjport may be 
said to be the application of the policy of the Co-opt^rative 
Societies' Department to the industrial sphere and the position 
assigned to tlie Director of Indtistries in the recomim ndations 
of the Committee is in several rcspicts very similar to lliat 
already given to the Registrar of Co-opi rati\'e Societies. 

The duty of the Registrar is thus to organise and mainlaiii 
a service of skilled teclinical exjx rts whicli shall hv axailable for 
the fl^isistance of all classes of societies. Such a service wall 
find lew' or no opportunities for employment outside th<‘ co- 
op<^rativo movement, and in that nn>\viu«*!it it must stand 
outside the actual societies themselves. It will not itself 
undertake iJie management of sochtU'S. which should 1)«‘ self- 
administert'cl. though it may o(:easii>nally be desirable for a 
society, which is unable to obtain elsewhere a managiT of suffi- 
cient expedience and rapacity, to engage either temporarily 
or permanently an officer from the leihnical seivite as its 
pidsonnel. A further point in regard to this s<'rx'u:e is that it 
must be organise cl aluad of actual requirtonents so that it may 
be able not only deal with the existing netnls of the movement 
but also be capable of organising, on a sound basis, Iresh 
developments as the necessity for them arises. It sltouldalso 
be noted that agricultural credit societies being ordinarily 
bast'd on unlimited liability, their members slakt* tlieii all on the 
stability of the socie ty and must therefore bt^ taught to protect 
themselves against the risks involved in failure. In tlie existing 
circumstances of Burma, and so far as my information go^s, in 
those of all other Provinc( s, it is quite impossibit*. and wdll for a 
very considerable period continue to b** impossifih', for the 
actual jwimary societies or their federations to or;;anis«* such a 
service or to provide lliefunds necess;»ry f<d the payment oftlie 
necessary Stilaries to tlie exjxrt slaif. Tlie gre.J prestige of 
Government serxice, the security as regards pay and [Kmslons 
which such s<dvice offers, and the gn at desirability of maintain- 
ing the closest possible connection between the regular adminis- 
tration of the Province and the co-operatix'e movement, all 
point to the organisation of . at any rate, the highest ranks 
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of the Expert Co-operative Scr^ce as a branch of the Govern- 
ment administration. 

So far the results of our examination of the situation are 
tontradictory. On the one hand it is an essential point of 
principle that the co-operative movement should be autono- 
mous and provide all or as many as possible of the servitv s 
required for its proper administration and development from 
within itstdf, and, on the other hand, we hav'e seen that a special 
servic(r of ex'ixrts is n^quiivd for which the Registrar must 
assume responsibility and which can hardly be secured in any 
other W’ay than in tlie form of a branch of the public seaviccs 
maintained by Government. 

Before endeavouring to find a formula which shall reconcile 
these two apparently antagonistic principles it will be interesting 
to examine for a moment how' the problem has been \isualised 
and dealt w'itb in the various Provinces of India. For this 
examination I am by no means fully eqnipp{;d, as I have no 
personal first-hand knowh'dge of the working of the movement 
i xcept in my own Ih'ovince of Burma, whih' annual reports and 
other similar documents written fn quently from other points 
of view’ than that of the present e.xamination often fail to givi^ 
the necessary information. 

The ordinary procedure for th<‘ introduction and develop- 
ment of co-operation in a number of Indian provinces appears 
to be as follows. A number of sympathisers and well-w'ishcrs 
to the movement are discovered at somi- loading towm of the 
tract and organised into a central bank. This bank collects 
share capital and deposits and forms a committee, composed 
not of the persons who will be the members of the primary 
societies to be constituted, but of certain of the aforesaid 
sympathisers and well-wishers wlio wall all be of the educated 
and well-to-do classes. Having collected a sufficient sum of 
money to warrant the commencement of operations, the central 
bank proceeds to form societies in its sphere of action, to make 
use of the monej’ thus collected, and is expected to organise 
tlu; expert services required by them. 

This system definitely hands over the organisation of the 
movement and its expert services to amateurs, and, what is 
more, to amateurs who are not themselves members of primary 
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societit;s and not therefore themselves practical co-operators 
I yield to no-one in my recognition of the splendid work that 
has been done all over India by the oi*ganisers and administra- 
tors of these central banks, hut thfii amateur status is 
undoubted. In the first place iht rr in\isi iv c* ssariiy be very' 
few men at these rural ceiiirt's who aiv sufih ior.tly p tr sessid oi 
independent means to be able to iuw- up : lit ir whoK ; irur to the 
promotion of tlu wt lian* of th*- c()-o}x rativ' m tiv i;; Tin y 
have their estates to mana^te, tlu ir , Iiwyors, 

merchants, landowners and v.hai not to pu.rsvn a:ul \ hv time 
givefl by them to the movement must com :ro:n iIi u leisure 
which in most cases will be dctinitt ly oi a n trit in! i iMractei. 
Further, few of them will have L;i\’cn much amlv to i!ir priii 
ciples of political economy or hr able ui die u-jM su. ef ^ diilly 
the actual economic recpiircments ol ih* \ \ i:li v hieb tle y 
are dealing. Again, tlu^y are almost uuiemuntuMtec!. 

and it is obviously extr< mely dillu ult eiilu*r ou lie Registrar 
or anyone else to criticise ailverst lj- jhe :i( civuit of voluntary 
unpaid workers who liave m ul* ^ bit sc riii e!s of time 

and money in the cau^ie toi uhi* h tlu y are a king, even ihon;;h 
those activiti(*s may be bas* d on un-‘: und |>riiiciples or be 
following what appt ur to be wrouj*. Tlie m inagcimmt 

of central banks, mon*ov( r, when foiiu- d cui iliv .d)MVe lines, 
is representative not o( the actual borrow. ' ts Imi ni ili. Irndrrs 
and depositors. It is tin re fore liioly to bv moo mindiul 
of the security of us iruestments tlian oi t he iidvam a/ < s to 
be conferred upon the debtor societie.? and tlu i; mv'mb« i*-. 
These central banks will also suJtcr trom e.!! ih< ilisadvan- 
tages which are inseparable from anvM' ur agiMf y. The 
amateur looks to sptu dy an<l rapid sti( ce-> .is o iv^ult <»f his 
activities. He is readily <’ast down ;i!ui <ii^.ij»pnini» tl if sijreessi 
conus slowly or appears to be {xnn iin ?? iy d* l.ivt tl. The 
education of the adult members of th" cla * e- j*o- - ^ .in/; lunittd 
means in the successful organisation of ih* ir on co- 

operative lines is an extremely difficult matter. There must 
inevitably be serious set backs from time to time due to causes 
outside the control of the propagandists, and even the most 
whole-hearted co-operator, unless he is possessed of the faith 
that moves mountains, must often feel his courage quail and his 
12 
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(.-nthusiasm wane at the slowness with which his ideals are being 
realized. It is therefore by no means surprising to find that the 
system of entrusting the whole organisation of the movement 
and the provision of expert services to localised central banks 
has not in practice realized all the results that its creators expec- 
ted from it. At the last Conference of Registrars one Registrar 
spoke of the difficulty of obtaining a quorum at central bank 
committee meetings at which the head of th<; district was not 
certain to be present, thus indicating that, in certain instances 
at any rate, it is regard for oBicial favour rather than 
enthusiasm for co-operation that moves the members of these 
bodies. Another Registrar remarks in his last Annual Report 
that the movement is at present in his Province on the verge of 
stagnation, and that there is onlyashortjstep between stagnation 
and decay. He goes on to emphasize the necessity of an effec- 
tive concentration ol all the available forces and their concen- 
tration on the improvement of the villagi: societies. There 
Ixas not, he thinks, been enough division of labour in tht; direc- 
torates of the central banks in the past, and the directorates 
have not been served well l)y their paid employees. It should 
not, he says, be impossible to exercise much greater control 
over the latter and to drive them to work on proper lines. And 
the movement would, in his opinion, gain by as large a recruit- 
ment to the service of the cause as may be possible from classes 
more in constant touch with the villages. It is needless to 
quote the whole of the passage. It amounts to a confession 
of the failure of the system of organisation and control by 
amateur agency. The Registrar’s solution of the problem is 
the substitution of an organisation by means of experts, and 
though he adheres emphatically to the principle that the move- 
ment must be made self-sufficient in as short a time as possible, 
he comes to the conclusion that, under existing conditions, that 
organisation must be provided by Government. 

In another Province the problem has been attacked by- 
means of the creation of a Provincial federation of central 
banks and in the desire for the development as far as possible 
of unofficial effort that federation has been given an unofficial 
head. It is most noteworthy that this gentleman, whose public 
spirit and zeal for the mov’ement is recognised by all, ^ould 
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have, ai the last Conference of Regisirars, admitted that the 
federation auditors had no influence whatever, that they could 
never be independent , and that, in tho interests of the Registrar 
and of tho general public, there nui>i be independent auditors 
appointed by tin* Registrar and paid l»v him. This failure on 
the part of such a federation to pru\ide an ad(‘quate oxt>cit 
staff for the comparatively simple work of audit indicates 
that, under existing eiiviim^tancis. ii is likely to In* equally 
ineffective in regard to other exivit assistance. The procedure 
adopted in tliis Province has. iliereioie. failed to find a solution 
of the#problem. In tv/u other Provinces ct niral organisation 
societies hav<* been formtd by sympathisers and well-wishers 
which are intended to take the place occupied l)V sttch societies 
as the Irisli Agricultural Organisation Society and similar 
propagandist and organising bodies in litirope. So tar as pro- 
paganda is conce rned, such sc.ci* ties woiihl appear to have a 
great iiiture bt fore rliern. this bt iiig ihe spin in which, as has 
already been pointed out, amau nr nev ran best be einplujvil 
in the co-operative movement. With ngMrd to the pn)vision 
of expcit services, such bodi« s will not in jacl he* able to become 
independent of tlie Registrar. Their authority to deal with 
primary societirs and oilier ctNopiraiiw org.uii.sations in thi 
Province can coiur ironi one of two sources only — from the or- 
ders of the Kegistrar under the powers emiferred on liim by the 
Act and Rules, or from the primary soi ieties and other organisa 
tions th(mselvt*s. Now unless tin* organisation societies are 
controlled by the primarvsoci* ties, it most ntilikeh* that such 
socictits will be in any wav disposed to place thernselvc^s 
under their orders, hi so far as the organisation sochdie- 
provide services of uhich the primaries recognise th(:mselves 
to stand in need, tiny will no doubt be ready to mail theniselv* s 
of their assistance, lint tin rroubh* is that the primaries do not 
under present conditions always recognise* tln ir deficiencies 
and, this being so, theyareonly likely to accept tliose services 
under tho executive order.s of the Registrar. The Registrar 
will thus become himself responsible lor the working of the 
organisation societies and the efficient management of the 
services provided by them. The establishment of such societies 
will not, therefore, in pn'M-nl conditions do much towards the 
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elimination oi the Registrar from the control of the movement 
or to its transfer to the hands of the co-operators themselves, 
unless provision has been made in their constitution for the 
gradual transfer of their control from their original founders to 
the primary societies themselves, a process which in the case of 
the I.A.O.S. has already been carried out. 

Among the provinces which have never made the central 
bank the mainspring of tlicir co-operative movement is the one 
of which alone 1 have personal knowledge, namely, Burma, 
and for this reason 1 shall confine myself almost entirely to 
the procedure there in force, though effective arrangements 
for securing the same results arc also to be found elsewhere. 
Tt is noticeable that the main criticism passed upon Burmese 
co-operation bj' individual members of the Committee on Co- 
ojieration in 1915 wa.« that it was unduly Registrar-ridden and 
that sufficient control of its working was not given to co-opera- 
tors themselves. Nevertheless the actual conclusions of the 
Report of the Committif were friendly, audits final recom- 
mendations were in a considerable number of instances based 
upon Burma jiractice. 

In Burma the movement began with the formation of 
primary societies. The growth of a sense o( mutual responsi- 
bility between adjacent societies produced the union, and the 
development of the same sense between the unions of districts 
is producing district federations of unions known as district, 
agricultural and co-operative associations. The sense of 
inter-district responsibility is slower in growth and, therefore, 
though a provincial council has recently been fot med, it is at 
present only a skeleton framework and not an active machine 

The growth of central banks was altogether independent 
of this organisation. As societies began to be numerous the 
need of funds tvas felt. Private persons were found ready to 
invest money in the movement, and a well-known solicitor 
already accustomed to find local investments for his clients 
became the agent for such depositors. As funds grew and it was 
possible to provide a sufficient margin between the rate of 
interest paid to depositors and that demanded from societies to 
provide for the pay of an expert manager and staff, the Upper 
Burma Central Co-operative Bank was formed, the shareholders 
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being partly societies and partly sjinpat fusers with and well- 
wishers to the movement wiih a deliiiitc superiority in 
voting power secured to the former. This bank is now the 
provincial apt^x bank. Four other district central bank^< 
have been formed, tlio test for iheir creation beint; llit‘ existence 
of suftu.ieiu sums of mo»u y in the district n aciy tor investment 
in th» mow'inont as deposits to mak*.' it pns.d!)l<‘ to provide 
for t fft C'iw paid iuauat;< meat : jikI tiu* ability of the 
socieii'S to pm np tJio major portimi of Mie o qiiio'd share 
capital^ ihe close touch that is cK sirable between surli banks 
and rile societies (U t!;eir liisiricis winch the\' s« rve is btdiig 
product d by the t:ici tlia.i the societies. He ;!)e maiji shareholders 
c,ncl !>v ;h. htlin; tnceiitlired amoiu; all the district unions 
viiu! soriv lit > t hat tie |)ro>pr iit v of tlie bank totuho them and 
rlieir ir.e rc a^ ry rie..rl\ <iiel is h. iue .sn art d 1)\' f;iN iiH; the 
Ciaioa --Iiairmen coin a rne'i ^tars tiu thr direiii>r;»tc its tw-ojjicto 
numbers and by eicii-y ext« iid» d jurcers of supei vision aiul 
s oUL rol over lie.; socieiies io ili» ainaieiir directors of the bank 
!: is ihr lar^r's duty te stv that tht* ttreounts ami the register' 
rvh v.x W and that adetjuaie deposits <iro secured. Their 

ilutii s iii Mnue*ctioii wjti? tlie pre»{x r mariaircnient of soeietii?* 
.'lid union'- ai>. tioniin^ d to tiif' lixaiion of cretlits lor th' 
.UiioiiS v'^iihin ilie luaxiniuni limit'- of borrowing fixed for cadi 
'Ociety by ile Regisn'e.r or his deputies, ami the siu'uring o: 
puncLual i>pa\immts of interest and principal bv societies i>\ 
means of cIos<- co-operation uith tlu union chairim n. 

Both in the case of central hanks and o! all other co-oper<.- 
live organisaiion.s tile sMCn.-stiii workiug of this system deiKOids 
on tlic pro\ i.sioii of t onstam expert instnn tiou. arid it is interest- 
inr; ro mne ho’*, iar it has !< nded to pno id* lui ihis *i.ml othei 
necessary < r: '^ei vka s on an auiim.ommN basi?*. F\ei v fifty 
societies li.tve now in dian:* of them for instructional purposes 
a union sai>ervi-or who i - e.v[>**eted t*> sjHoid a I vv ilays in 
each sock tv eva ry six month'-. Oihjinally a|>i)ointccl )>y the 
Registrar, diey are now in almost all rasc^s either under the con- 
trol of tlie dir>trict fed* ration or under that of ei special 
union board ‘.omposed of the representatives of the unions in 
the supervisor ’s charge. The pay of the supervisors is Rs. 90 
vvith a travelling allowance of Rs. lf» which is met by a rate 
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levied on the working capital of their societies, and they are 
required to pass departmental examinations held by the 
Registrar. They are doubtless not as efficient as they might 
be, but their standard is impro\dng and they arc showing them- 
selves to be a useful means for the inculcation of general co- 
operative principles in the members of societies and the 
instruction of the officers and staff of unions and societies, 
in the upkeep of accounts and co-operative method, these 
sertdees being well within the supervisional capacity of the 
union leaders. By the side of this service of supervisors there 
is a General Audit Fund which maintains a service of auditors 
on Rs. 50-5-IU0. Every society is audited by one of these 
auditors once a year, and the funds arc formed from audit 
fees paid by the society. This audit fund is administered 
by the Registrar as cx-officio chairman of the provincial council. 
He has two elected vice-chairmen to assist him, wliose duties 
are at present confined to getting into toucli with the district 
federations and reporting to the Registrar any complaints or 
proposals which ma}' come to their notice. This audit fund 
staff is dcvclojiing into a service of skilled officers. It already 
pro\'idcs in some cases Ikpiidators for societies under orders 
of dissolution, the expenditure being met from the societies 
concerned, and it is prepared to lend trained managers for Co- 
operative sale societies and other bodies wliich are unable to 
find suitable persons from their own membership or locality, 
cr to find special men for imparting special instruction to back- 
ward societies. It is not suggested that the expert knowledge 
possessed by lh<‘ audit fund staff is as yet either adequate or 
complete. Their skill is largely conditioned by their remunera- 
tion, and their remuneration depends upon the amounts tvhich 
the socictie.s can afford. If not, however, at present an expert 
service it is the nucleus of one, and as the funds at the disposal 
of the movement expand its expert character will develop 
with them. There is, in fact, no reason why the fund should 
not ultimately appoint its own skilled manager in the same w'ay 
as the provincial bank has already done, but the quali- 
fications of such an officer must be not inferior to those 
at present possessed by the Registrar, and the movement is at 
present far from being able either to provide the necessar^^ 
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lundb or to associate itsell with the direction ol the fund sulh- 
ciently effectively to enable such an appointment to be use- 
lully made. Nevertheless what may be termed a primary expc*rt 
service has been formed, which provides lor inspection, audit 
and instruction and is maintained by ilie subscriptions of the 
societies themselves; and in its manoj^emem arrangements have 
been made for the progressive association of ilu» co-ojxTators 
themselves through ehetod r< preseinaiivt’s with the official 
head of ilio co-opcrativ( societies department. The creation 
of this service out ot notliing in a jxTiod of 1-1 wars, and the 
success attained, has b< i n made possiblr by a close adherence 
to the principle that no iv>pansil>iliiy shall l)e placed upon any 
ixu'son or body in excess of that whit h lie or it is luted to dis- 
charge and its correhitive that as ability to undertake any 
responsibility <lrvel<nx.Ml that responsibility shall at once 
be impOM d. 

Tlie higher expert ser\ ice is provided l)y iIk‘ stall of tlie co- 
operative’ societit's dtpartmont. This stTvice falls into two 
parts. Tile In's! concerns the supd-audit wliiih lakes place 
eviry two years ;ind is entrusted to junior Assisiant l\< gislrars 
]>Ossessii)q the status of members of th«^ Subordinate ( ivil 
STvice thouqh at present in a se])arate cadre. In di'-iriets new 
to the movement iliese audit duties are eoml>ined with i)ropa- 
ganda work, hut as societies beconw numerous ]>]opiq;inda 
work passi s to tlie union and oilier ( o-op raiive l)odies of the 
district ami the junior A-.sislant Iveci^^trar lieconies .dniost 
entirely an auditing olh< er. The Ireqm nc\’ v iih wlii( h tin's 
su{>:r-audit must lake jdace depencl.>» upon th*' * iVuiriuA of ihr* 
primary service. It ^ompn•^es a tareful examination oj tJu' 
working of each sodeiy ami .i general survey of the progress 
made by it and tin* union to wloeh it belong , inc- tin? last 
super-audit wa^. made. Jt amounts in fact to an ecniiomif’ 
survej of the tract ^ rved by t!i*‘ union wiili sp* ei;d reference 
to the eftkiem y of the part played by co-operanon in its deve- 
lopment. There is no reason why the intervals at which it 
is made should not become longer or why ultimately three, 
four or own five years slioiild not elap^^ between each 
super-audit. The extension of tlie interval deiKmds, however, 
absolutely oivihc t ffieienr y of tli ■ priinai y audit ' ervirc and 
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it is not probable that it will ever be desirable to dispense with 
the check provided by the occasional examination of the 
working of the \'arious parts of the movement by skilled 
agricultural economists acting on behalf of and paid by Goveni- 
ment, even after Government itself has ceased to exercise any 
direct control over the actual administration of societies. 

The oth« r portion of the duties of the higher expert service 
is concerned with instruction. I'or this purpose in Burma there 
exists a Govt r iim» nt staff consistin.g of Assistant Registrars who 
arc members of tlx- Prov incial Civil Service or junior Assistant 
R(gislrars for administration who are selected members oithe 
super-auditing staff. These men are each given a charge of 
such a size as to enable them to visit and spend several days 
each year v ith ev< ry union of socieites comprised in it. They 
commence by reading through the audit reports compiled since 
th<'ir last visit and tints gain a good acquaintance with the good 
or bad charat t< ristics of the union and its affiliated societies : 
they discuss these with llie union leaders, find out what 
action has Ix t n takt n by the latter on tin audit reports, point 
out mistakes in such action, and suggt st improved methods of 
proce dure. These annual visits also afford an opportunity for 
the discussion of new dev* lopments of co-operative work, and 
the < xpert knowledge of the Assistant R* gist rar enables him to 
put into practical shape proposals which the local co-operators 
have in tla ir minds but are unable for lack of education or 
experience to embody in a definite working scheme. Where the 
net (Is of the p( ople seem to involve a scheme upon which the 
Assistant Registrar dois not consider himself capable of giving 
a decisive opinion, he n serves if lor the orders of the Registrar 
or his deputies who would in any case have to pass it before a 
new society for its execution could be registered. In the 
present position of the co-opi'ral ive movement in Burma it is 
found essential that in the case of all unions these visits by an 
Assistant Registrar or junior Assistant Registrar for adminis- 
tration should be annual. Their omission is apt to lead at once 
to a slackening of progress and ultimately to the appearance 
of stagnation and decay. 

Even in the case of a thoroughly progressive and efficient 
union the advantages of periodical discussions on the spot 
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with a skilled co-operativo expert must necessarilj' have a 
invigorating and inspiring influence, and however much the 
general standard of excellence may improve the retention ol 
these annual nsits will probably prove to be desirable. There 
is, however, no reason why the staff entrusted with them should 
always b«* pronded by Government. When tin- funds at the 
disposal of the .\udit Fund and its presiit;e as an t inplover havi 
developed sufficiently to enable it to secure a ixrsonurl of the 
necessary ability and t .xfHTt knowledf^e the diuy of providing 
this higher expert service for instruction .in<l .ulIniui^tratiou 
might without risk to the movement I)e transfi rred to the 
General .Audit Fund. Th.i* tim«'. however, is still f.tr distant 
in Burma and until it comes the maintenance of the higher 
'taff must devolve upon Gnwrnment. 

At the head of the movement on tie- official side comes 
the Registrar and his deputies. These lattei nri' again of two 
kinds, Joint Registrars from the Burma Commission who dis- 
charge for their charges all the functions of a Registrar, and 
■Assistant Registrars in inde|X'ndent charge who havi all the 
powers of a Reidsii ir but those of the registration and dis- 
solution of societies. Tilt charges of tiiese di piitiis are so 
arranged that it i> po^-ibh tor them to pay .« \i'ii to every 
union at least once m > vi ry two years. To them are si ut a 
copy of the audit n pori.s of t very society with the reiuaiks ot 
the union upon it as to the ai tioii t.iki n, and on them devolves 
the duty of li.xiiig' tin m.i.ximum limits of horrowiiig of every 
.society after considering the ret ommendatious of tlie union 
concerned. Thest' <1> puiies thus serve to co-ordinate for their 
charges all the activities of the movement, whether official or 
unofficial In the closest obtainable touch witli the co-opera- 
tive organizations themsehes. by dirtet correspontlence and 
their biennial visits, as well as by means of district and other 
conferences they exi-rcise control over all the exjjert staff, 
primary and higher, auditing and insiructiorial, working within 
their charges, and by freijnent meetings and discussions both 
with their subordinates and with their fi llow-deputies and also 
with the Registrar himself, secure that unity and persistence of 
policy tlu’oushout the movement which is essential to its 
success. 
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Briefly, this the Burma system so far as regards agricnl* 
tural cooperation. Non-agricultural co-operation is a more 
recent development and will require a somewhat different 
system of expert services, the lines ol which ha\ c not yet been 
clearly established. The principles on which the Burma system 
is based were thought out by Mr. A. E. English, C.I.E., I.C.S., 
during the ten years he was Registrar. The actual form wliich 
the system has taken is due partly to the high level of literacy 
and intelligence to be found among the rural population of 
Burma, there being, as experience has shewn, no locality, how - 
ever remote or junglified, from which with proper expert instruc- 
tion efficient union leaders cannot be produced. Tlie merit 
of the system is that under the conditions prevailing in Burma, 
it presents an effective way of surmounting the dilemma encoun- 
tered on a previous page, inasmuch as it both provides for the 
development of the autonomous character of the movement 
and for the provision of the sjiocial expert ser\’ices wliich are 
essential to its continued success. Where the Burma conditions 
are not fully reproduced this system cannot he applied without 
modifications. And as a matter of fact, other provinces which 
arc working on ajiproximatelj' the same principles have evolved 
somewhat different systems in practice. In particular the 
absence of the necessary standard of education and intelligence 
among the members of primary societies will load to k ss reliance 
being placed at the outset on the local co-operators, while the 
existence of a general desire on the part of the more w’ealthy 
and most highly educated .section of the community to take an 
active part in the development of the movement will suggest 
that considorabh' use should be made of organising societie 
certainly for propaganda and possibly also for the provision of 
expert scri'ices. Societies devoted solely to propaganda can be 
left to operate in complete independence of the Registrar. The 
provision by organising societies of expert services should onl} 
be allowed where they submit to the general direction of the 
Registrar and are so constituted as to be capable of re-organisa- 
tion in due course on a thoroughly democratic basis. 

The position of the Registrar may therefore be summarised 
as follows : In addition to being a recording officer of the same 
character as the Registrar under the Indian Companies’ Act, hc^ 
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s also made responsible in some degree ior the efficient workini,; 
of the societies registered by him. As a result it becomes his 
duty to organisethe expert services upon the assistance of whicli 
the attainment or maintenance of that efficient working must, in 
no small measure, depend. These sv rvice.s should bo organised 
by him on a two-fold basis, the lower or primary services being 
paid for by the societies themst-lvos, and the actual co-op»'rators 
or their elected representatives b. ing as far as po.ssible associated 
with the Registrar in the administration of them. Tlu> higher 
or more skilled son’ices .should, in the fust instance, be provided 
by (Sovernment and be administered by the Registrar as the 
official head of his dipartment. The extent to which the 
Registrar can at anytime withdraw himself from the charge of 
the primary expert services will be di termim d by the aceumula- 
lion of funds by the souelb> mabling them to pay for a first 
( lass e.xecutive officer of equal calibn’ to that of the Rt'gistrar 
and by the dewlopment of Mifficimi administrative capacity 
among the co-operators or their repre.se nfati\vs fo enable them 
to assume the responsibility lor the actions of that officer 
without impairing the efficiency of the movemenl. Certain 
of the higher services, esiiecially lho.se concerned with instruc- 
tion and adtnini^tratiou may ultimately be transferred to the 
non-official oreanis,ilion ( ontrolling the primary st rvic.es. This 
can, however, not happen until the prestige of ihal organisa- 
tion as an etnployi r, and the funds at its dispo.->al. enable it (o 
engage men of the mcessary ediK.ition, training and other 
qualifications for tlu; work to be discharge'*! l>y them. 

In provinces when' active help is forthcoming from Ih*' 
more highly educated classes, organising s<j( it lies on the lines of 
ihf: I.A.O.S. may usefully be assoe iated with the Registrar for 
the provision of expewt services, pntvided that they acce pt his 
eiirection and are elestined for ultimate .eeloption int*i the future 
autonomous system of the province h goes nithout saying 
tliat the Registrar himself should be an officer of ni.iture expe- 
rit;nce. and judgment, whose eiirection will he acceptable both 
to the members of .'>uch orgatiisin;; socie ties and to the general 
body of co-opcraior.s. 

It is at all times difficult to look forward far into the future, 
but, in view of the progress made in the few short years since 
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the co-operative movement was started in India, it is not 
impossible that in two or three generations the administrative 
powers of the actual co-operators and the funds at their disposal 
may so far develop that they may be able to become fully 
autonomous and ^scharge all the executive functions now 
devolving on the Registrar through the Chief Executive Officer 
of their provincial organisation appointed by themselves. 
\Vlien that time comes Government should be prepared to confer 
upon that officer ami his assistants the same executive powers 
which the (jfficial Registiar now possesses. The official 
Registrar could then be confined to the status of a recorfling 
.'ind registering officer like the Registrar of Joint Stock 
('ompanies, with the additional duty of maintaining a staff 
of selected agricultural economists who would make periodical 
examinations of the various portions of the co-operative ftel! 
and report in detail to Government tipon them. 

The line of development set forth in this paper is from 
tutelage to self-sufficiency atid autonomy. Progress along thi-' 
line however postulates the effective maintenance at all stag* s 
of the unity of the mto-ement. This unity is at present stcuree 
in some provinces only by the unity of control provided by ih • 
Registrar. Co-operation is essentially a democratic move 
ment and its government must he a government of co-opera- 
tors, by co-operators and for co-operators. In the final auto- 
nomous system there can be no place for indepondeiit authorities, 
whether federations for audit, federations of ct ntral bank^, 
or federations for ollur purposes .\11 sueli co-operative 
organisations must be ultimately eontrolktl througli tluir 
elected represent a tivas by the e.o-operators them.sedves. The 
first step towards the progress sketelied is therefore the develop- 
ment of administrati^•e ability among the members of primary 
societies, who are the real co-operators for whoso benefit the 
movement exists and must ultimatt ly have the deciding voice in 
its management. Until the primarj’ societies of any districi 
can control their district central bank and have learnt to 
administer it through their paid expert manager b}- means of a 
committee elected by themselves it is impossible for them to 
undertake the far harder task of controlling the provincial 
bank. Until the societies of any area have learnt to take. 
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measures in concert for the inspection, instruction and improve- 
ment of each other, it is impossible to expect them to be able 
VO organise and ctumul pro\in(;ial or other federations for 
audit or for the supply ot otliei exiHTt si!\ices Tlie work 
must begin from the bottom and not !rom tiu \o\\ It is useless 
to say that tlieiv are certain co-<>]v’nLtive .o^sneiations wliost? 
members ar<‘ ca|)abK‘ ol administrative \vi)rk evett on a 
provincial M'ale. The part is not tlie whole and tannot be 
civen control ol it. It waiiiid. tor insiaiive. deoe: ila* whale 
meaning and intt nvion «>i the credit luem Ii of ! la nnuvment 
il primary ;>o< i< i i« s v t r. made tKi a c!t>.-** organi- 

^.'llion oi central and i»i\«viTa ial J:>ank‘> o\* i ih, oik rations of 
whicli they tin ms« 1 \> s liad not • !i ilu> tv done, (heir 

numbers wonld l»e n- a woi m i>r tb.Mi brioi\ cti-oprraiion came 
to liieir aid and wonldi liavt e\ilu.ni:ed ilu ir lorim i » conomn 
slav^My to tlie \il!ai.e moia y li ialers lot th, still more tirmh 
livoted cliriins of a, Vei-im or:,aiiisation of tlieir creditor.s, 

Wlieii deinocrcaie prineiplt'S Ihi'* jKrmeated the wliol- 
« o-opCi'ali'Ce >trn» line and lla whok Is ^o Wrldeil tOi,»‘tiier Cv 
lo form a. sirit;le «»p;.ani -nation In-oad d njM.>n tlie *;» j)« ral will 
» n';n the ;;iOier;d l>ody oi « '!-(»]»< r.ooiN has far a ■>si,milatc ti 
O'OfK ra.t ive pri'U'ipie-. atid hj> d* ' « ]c»|,k d -an It a sense t)( mutual 
rcsponsibiht V ihr t it is ( apal l* o; appointing anetVn lent central 
<’\ecnuve and mainiaininn tie ? e.crssatt • -tati, ilieii an*! 

’ben only cari :Iie mo\> iTn tit beconu' really antonomoiis or tin 
.idmini.Mra- eomrnl m'v exercised l>v liov* rninenl be iran- 
a nvd to it, 

Tla Sf corirbisions may no doubi . hi* disaj'jiuiiitnit to soun 
vvlio ai'. oppo-ed 10 State control of f o-ojK-raMon m .iuv jorm 
Yet it is possible to arree in [a'inriple witli Mr and other 

leaders of co-ofx raiive t 1 a»nclit tliai >tatv ( fin, ref i > i nlially 
l>ad while still accepting it as a nece .sar\' e.\]K dieni. 

The true analogy is that *>1 education. lull grown 

man may rightly claim to develoj; own jx rsonality in his 
own way without sul>j* < lion to the trammels of State control, 
50 long as he does so on lines not injurious to Society, We have 
seen enough of the contrary system in Imperial Germany. 
Capacity for s< If-development, however, dejnnds upon the 
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education received in youth, and therefore for that education 
every progressive State now recognises its responsibility. 

The co-operative movement is in the same case requiring 
State control in infancy that it may be able to use its freedom 
rightly in maturity. Amateur control by people who are not 
the co-operators themselves possesses the main fault of Govern- 
ment control in equal measure, namely. that it saps the sense of 
responsibility for tlieir own actions in co-operators. It has 
also the further defect of adding a greater degree of inefificiency. 
Government may not always rise to the height of its opportuni- 
ties, but Luzzattis, Raiffeisens and Plunketts arc also 
aves in the unofficial world. We may remember too that Sir 
Horace Plunkett was the founder not only of the Irish Agri- 
cultural Organisation Society but also of the Irish Department 
of Agriculture and Technical Instruction. The policy sketched 
in these pages cannot be better summarised than in his words, 
to make the people, without any sacrifice of industrial character, 
combine reliance upon Government with reliance on themselves. 


H. Clayton. 
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CO-OPERATION AND THE HOUSING 
PROBLEM. 


The qiKstiv)!! oi hou>inK bei onu* ii ilifticult 

problr'm in all ^rowin^s" towns. It cannot, however, be con- 
si(h n cl to have yet assumfcl so m rious ti lui ni in rural areas 
in our country. Tor iji those atea^ land is available in plenty, 
materials an c In ap and near at hand, and labour lor the simple 
\ilhige house does not cost much. Any small advance* that 
may be needed l(U th«' pui[n)s, would !>« available Irorn an 
ordinary credit society m the nej^qhl>ourhoinl. All that is 
requin d in the matter of housing in our villages is a more 
r.einial sanitary avwiloning among the peoj>Ie. 

In the t<»\Mis. on tin otln i hand, housing is aln ady both 
a sanitary and < conomic |)roblem. People pay higii rents 
and vii have lo liv> in insanitaiA houses. Land values are 
rising by leaj^s and bounds, the eosl ot labour is heavy, and the 
]>ricos ot materials an- iiu r< asingly higli. Construe lion ol 
iaouscs is an « ntei |»rise entirely in the hands of capitalists. 
The middle class small ov'in rs iiave disapjxrared oj are disaj)- 
{•taring, and the vast majority oi the people are men- tenants 
l>aying rent to capitalist owners, /'his rent has not only to 
yield inti restto the landlord on a scale fixed by the latter, hut 
has also to cover water rates and municipal la,x«e which are 
totally abscuu in the cas*. of villages. So large a portion of the 
income oi tin people in towns is spent lor mere shelter that 
it lea' c> a very small margin for food and raiment — the prime 
necessaries of life ; and they are driven to stint thcmselveft in 
the nuitier of education and recreation. 
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The main cause of the difficulty is that the supply of houses 
in towns does not keep pace with the demand. House building 
demands skill and technical guidance and does not, therefore, 
attract sufficient capital as capitalists find numerous other 
sources of investment ready at hand. Investors in house 
property concern themselves more with purchasing existing 
estates than w'ith constructing new ones. The real solution 
of the difficulty lies in increasing the supply of houses. The 
problem no doubt is recciv’ing increased attention, but the 
question before us for consideration is what part co-operation 
can play in helping people to build their houses, ® 

The crux of the housing problem in towns is to find the 
necessary capital. A housing society requires more initial 
capital than any other co-operative enterprise. Members 
of such a society have themselves to contribute a fairly large 
amount of guarantee capital before they can expect outsiders 
to invest in their concern. This condition of large initial 
investment by members has the (-ffect of e.xcluding from the 
benefit of a housing society those classes of the people who 
live from hand to mouth and who cannot therefore effect a 
saving out of their income. Such a society can only cater for 
the middle classes and the upper grades of the lower classes, 
such as clerks, shop-assistants, artizans and the like. 

It w'ould, however, be no small gain to the cause of 
housing if even this class of people is enabled to take advantage 
of a societj'. They arc at present accustomed to a somewhat 
higher standard of housing comfort than the labouring classes, 
and it would be disastrous to allow them to recede from it. 
The increasing pressure on housing accommodation in towns 
has the effect of driving the upper grades of people to displace 
those below them from their rooms, the latter thereby being 
compelled to overcrowd the little space that is left to them. 
Housing reform, worth its name, must have for its object the 
raising of standard of comfort, but it will have achieved no 
small a result if it enables people of moderate means, like 
clerks and artizans, to retain their standard of comfort, and 
maybe, even to attain a higher one. Even the lower classes 
will derive no small indirect advantage fron such a step, as it 
will reduce the pressure on their accommodation and make 
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it possibIt‘ tor tlicm to rist' lo a liightr stajidarcl in cours<* ot 
time. 

The work of a iiousiiiL; sora ty uuiM roinin* iu‘i‘ with the 
collection of capital. S<'Vi*ral methods ot eollecting it are in 
vogue according to tlu* natun^ of the society loinied. The 
earliest tj^pc introduced in England is the huilding society. It 
undertook no building operations l>ut inenly raised capital 
for advancing loans to nu lubers.Two vari« tit s may he found — ► 
temporary and pennant tit. The ieinjK)rar\' or terminating 
society was the older pattern. It had a limited immher of 
members, fresh membt rs being admit tt d onlv in jdaee ol those 
who retired or died. I he value ot shares and tin* mode of 
payment was fixed acci*rding to the status and reijuiremoiits 
of the members who joined the society. The working system 
was somewhat as lollt>\vs : Suppose iweuty-live members, 
each requiring Rs. l.(HM) fur acquiring a houst , formed a society 
in which the valiu' ol < ach share was fixed at I'ws. bMt payable 
by monthly instalmt'iits of Rs. lo. SuppoM » a<‘li meinlH r took 
up one share to begin witli ; then 25(^ wuuld be c ollc‘(;tf*d 
every int)nlh and the total c«>llecti<m in four months would be 
Rs. l.tMUg 'riiis annaint wuubi be lent to one ol the nn inbers 
by lot or agreeinuit and the piof « -.-v uoubl l e r« peat« (l •‘\eiy 
a similar amoiint was colleci* d. Tin' loan would be 
advaiice<l on the security of tin Iioum* »ir(|uin d. if tin- IxMiowt i 
piirchasiul a house, the whole .iTUoiint would be advain ed at 
the completion of tlie ^ale , i>ut if in- o i about to eon^,iiuct 
one, the amount W(»uld I>e paid bv instalnnnis as the 
work progressed. Ri payment \'a'>l)v in>ialim nls. generally 
monthly, spread over a |>eriod of five to t(‘ii ytais. f acii 
instalment bi ing payable wjtli it ^ interest. I In- Inurowna; 
member had also to continiU' ])aying hi> share f:alls. Members 
liad to lake up additional dian s as .sfion as tin- .i mount, on the 
share or shares pr( \*iouslv taki a up wa . iuiiv pen! np, and 
this process had to be (ontinu« d until all member , received 
the hou.sing advanci*. When all tin n |ei\'int in oi loans had 
been made or adjti.sted against the paid up share amount, 
the bociely would distribute profile* and bie,ak up. 

A permanent building society an improvement on the 
earlier variety. It allows of a successioii of investors and 
13 
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borrowers. The number of its members is not limited, but may 
increase from time to time by fresh admissions. The capital 
also can be increased beyond the payments made by members 
by borrowings and deposits from outside, and the amounts 
of loans to members and the periods of repayment may vary 
with individual requirements and means, the maximum amount 
that could be loaned to a single member being, however, Axed. 
Members may join not only for loans but as a sound in- 
vestment. The institution closely resembles a credit society, 
except with regard to its special purpose and the longer term 
of the loans advanced by it. # 

One important point to b(; remembered in this connection 
is that in either variety of the building societies no member 
could expect to borrow from his society the whole amount re- 
quired for the purchas(.‘ or construction of a house. A member 
proposing to acquire a house could only borrow Irom the society 
an amount v’aryijig from four-fifths to five-sixths the total 
cost, and would be recpiired to niak(i up the balance which 
was known as the “guarantee capital’’ or the "margin of 
safety ’’ out of his own savings. 

Building societies became so very popular in England 
that they succx'ssfully raised several crores of rupees and have 
heliJed lakhs of members in acquiring their iiouses. In the 
United States of .America and Canada, too, similar societies 
have done useful work on an equally e.xtensive scale. 

Another \-ariety closely resembling the building society is 
the hire-purchase s}'^stem. In this type the society raises capital 
partly from members by sliares and partly from outsiders. 
Loans arc advanced by the society to its members for building 
or purchasing a house to the extent of 75 to 80 per cent, of 
its value, the borrower being required to find the remainder 
as guarantee. I^ans are made repayable by instalments 
spread over a longer period than in the case of building 
societies, the period varying from 10 to 20 years according 
to the nutans of the borrower. The facility to be given by 
the society must, however, depend upon its ability to raise 
long-term capital. 

The hire-purchase system was first introduced in Eng- 
land by the friendly societies and tire co-operative distributive 
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societies known as the stori's. The vast accumulation oi 
funds in their hands enabled them to undt rtake the honsiiv^ 
work on behalf of their members on very favourabh* terms. 
The society itself built houst's suited to the reiiuirements of the 
members and let them out to them t iilu i siinide tenants or 
as hire-purchase tinants. In the latter ca.sr lurmlnrs’ contri- 
bution, by way of guarantee capital, was tixcd at as Itov a figure 
as was compatible with s;ifety. They paul a slightly iiigher 
scale of rent so as to include a small inslalnu nt ol capital, the 
scale beingfi.ved to suit dilfen iit ])ockets. Out of tlie amounts 
so |:>afd by a nit inlh r all laxts and ( hargt < on lh<* housi‘. 
and interest on tin* amount invrstod it and on its site, by the 
society, would be deducted and the l»alaiu t* s« t off annuallv 
against the capital ct»st. The house iriuained the property ol 
the stxiety until the whole |>ri« e had been worked off. and it 
would then be conveyed to the membt r c euu erned, If a menilx i 
died before ri'payiug tin* whole |»rice.aiul the lu ii swore unwillin,:: 
to reside in tlie house or unable to ((ouirnie tlie payment ol 
instalments, the portion of the eapital already reta ived by (he 
society, less the' amount calculated for di'preciation tor the periiKl 
during wliich the house was under the (»ccupaiJon ol the deceased 
member, would be ]xiid back to his luirs. It must, however, 
be remembered that the hire-pun base system on tlu's<* lines 
is only possible where the society n>inniaud-. a vast eapital. 
It was pos.sible for the friendly soci< ties and the eo-ojw rative 
stores to undrrtake this work with the helj> of the lan.e sur- 
pluses in th< ir haruls. About half a lakh of ho^lse^, h.L\<* beui 
built by these socit ties at a eost, of about 2o c ron s of rup( e^. 

In spite of the woiidcTful work done V>v the abo\e 
types of societif s, tin ir usefuliu ss was liniiterl liy several 
drawbacks, Firstly, the houses built \^ilh their help 
wen‘ scattered in diff<*rent localities n iidering tlie evircisc 
of anv effectivf' control over them itMj)o-^iid«\ ^ hi^ defect 
was, however, praclieally removed bv tlie siMjety itself 
purchasing a large plot of gnuind in the fir-vt instance, 
and requiring nvrnbtus to ]>uilrl tluir housfs thereon. 
Secondly, the ownership ol tin* lious*: by the members under 
these systems proved a doubtful boon to thosi* who wcTe 
obliged to leave the neighbourhood for any reason. The seller's 
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r»*d bi'comes tht purchas( r’s opportunity, and ten to one the 
former would not be able to recover in the bargain as much 
as he invested. No doubt, the friendly and stores societies were 
able to overcome this difficulty by themselves purchasing the 
hous<‘S offered lor sale by the members with the help of the 
large funds at their disposjil, but such a task in the case of 
ordinary societies would be almost impossible. Thirdly, if 
a member died befon- his loan was fully repaid, and 
his heirs were unable to pay the balance, the house would be 
sold for any price it could fetch for the recovery of the balance. 
This difficulty was met in some societies by insuring the 
lives of the borrowing members, but the precaution involved 
the payment of additional amounts in the shape of premia over 
and above the instalments of the loan. Fourthly, the houses 
built with the aid of co-operative funds gradually came into 
non-co-operative hands. In the case of a colony formed by 
a co-op«jrative socu ty, the ad\'cnt of even a few strangers may 
possibly bring alx»ut an undesirable olivet on the whole neigh- 
bourhood formed by lh(! joint efforts of a nunilx r of people with 
the sole object of pres<?rving neighbourly amenities. This 
defect was sought to be overcome by imposing certain restric- 
tions upon free alienation, but such a measure was often found 
to be unpopular. Lastly, houses built under these systems 
wore not at all accessible to those who could not hope to make 
up the full price of their residence w'ithin the period allowed 
by a society. 

A word requires to be said in passing about the general 
effect on rent brought about by free sales of houses. The rise 
in house rents is to no small extent due to frequent change of 
hands in the ownership of house property, especially when 
the puwehaser happens to be a speculati\e investor. If the 
original owner could charge a certain amount of rent to yield, 
say, 6 per cent, interest on his investment, the purchaser at an 
enhanced price must necessarily increase the rent to make it 
yield even a similar rate on his purchase money. The vendor 
himself is often found to resort to an increase of rent in 
anticipation of sale with a \new to increase the market value 
of his property, and the purchaser must also have his pound 
of flesh after he acquires it. When such sale transactions 
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become frequent, it is no wonder that their effect is an all- 
round rise in the scale of rents. Xo sooner do rents rise in 
the case of some houses than the contagion spreads in 
the whole neighbourhood. Socialists, th«*refotv, dtmiand the 
nationalisation of all land and hoiist s as a panacea for the 
evils arising from individual ownership. (\)-opi ration, however, 
without recourse to this drastic measure, ran achit ve the 
same results, though on a smaller scale, by replacing th<‘ 
indhidual ownership by a system of joint t)\vin rship. wiiich 
will be presently explained. 

Tin* building socit tit s as well as the hire-purchase societies 
work on the lines (»f individual o\viiershi|>. 7'o countt raet 
the drawfurks of tfiis method ot work a \iv\\ system of joint 
ownership has been d« vi^ed which is known as co-partnership 
tenantry. In tins syslrin the society owns tht‘ land as va 11 
as the buildings. C’ajntal is collected by share's, del>entures. 
loans and depe)sils. Members wishiiig to reside in the socii ty'ff 
buildings contribut«' one-third to om-fifth the? capital, tin* 
remainder being raised from emtsiders. Di\’ide nd and interest 
payable* on the < apital is fixe d at a re asonabit* rate, say, from 
5 10 6 per tent. House s are so construe ie'd as to bring the in 
within the* reach of as large a mimlH r as possible of the e lass 
of people! lor whose* lu nriit (In stn irty is >tarte el. If < he ap 
land is available*, de tached en s<nu-detae he <1 eotiagts ,»r«- 
built to accommodate erne or two families in each ; but win r»' 
land is de ar, !)I<»cks of flats or tem nie'nts to ae commodate! fenir 
to six familie-.s in » ach bloc k are resorU*d tei. The se ale* of n nt 
is .so fixed as to cover ta.xe s, insurance*, eoutingemt e^xin nse s, 
annual allotru« uls for r« pairs and sinking funds and the inten sf 
on capital, (hit of surj>lus profits, if any, some fiortieui is se t 
apart to form a common fund for social, e ducational and rce rela- 
tion juirpose s and e^tln r wt Ifare^ work, and the* re inalnde i is 
credite d to the* te nants as bonus in proportion t<; the! rtmt paid 
by them. Tenants enjoy fixity of rent and tenure*; and no 
member is tied down to his house*, but is at liberty to quit it 
after giving due noth «• to llu Micie ty. A new te nant e eiming 
in his place* y>ays his share: of tlie capital, which nviy be* used for 
repaying that of the outgoing me ml)e r. Te aunts have a choice 
in the selection of theii neighbejurs. the latter not being forced 



198 


INDIAN CX>-OPERATtVE STUDIES 


upon them as in the case of residents in buildings owned by 
landlords. Thus the tenants practically enjoy all the benefits 
obtainable by owners, without the risks attached to individual 
ownership. Tlie affairs of the society are managed by a com- 
mittee elected by the tenants themselves who therefore form 
the co-partners of the whole property owned by the society. 

A few details of the system for its better understanding 
may be stated as follows : — 

Shares are madi; of small value, say, of Rs. 10 to 50, and 
owned entirely by members ; and can be transferred only 
among themselves. • 

Debentures are also of small value like the shares, and can 
be held by or transferred to members as well as outsiders. 
Their period must be long «;nough. say forty years or more, 
to allow of easy r(.‘payment. The repayment is made out of 
the sinking fund, made up of such annual contributions 
.'*6 would, by investment at compound interest, accumulate to 
an amount sufficient to repay the whole debtmture loan by 
the < nd of the stipulated period. The longer the period is, the 
smaller will be the annual allonwnts, and their incidence of 
nmt will also b(! proportionately low'. Another form of de- 
bentures introduced by the co-partnership tenantry societies 
in England is known as Loan Stock Bonds, No period of 
repayment is fixed, but the bonds become repayable if default 
is made in payment of interest in any two consecutive years. 
Sinking fund allotments an^, however, ntade for the repayment 
of this loan, the amount of contribution being dependent on 
the life of buildings, as explained under the head Sinking Fund. 
DelK'Utures and loan-stock may be made a specific charge on 
any portion of the society’s property. Even though no such 
charge created as is generally the case, the loan takes 
jwceedence over share capital and its interest over dividend. 

Loans (other than debentures and loan-stock) and Deposits 
must be of as long a period as possible. In any case, capital 
from these sources is looked upon as a temporary measure, 
and is gradually replaced by that raised by shares, debentures, 
loan-stock, and the tenants’ accumulations explained below. 

Tenants' contribution to capital varies from 20 to 33 per cent, 
of the cost of the house or of its part, as the case may be, 
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in the occupation of ilic tenant concerned. This atnoiml may 
be made payable by instalments. Alter the fixed amount is 
made up, no further payments are rt quiivd from the tenant, but 
the interest or dividend earned by his share o{ capital is allowed 
to accumulate in the society until his total holdini 4 will amount 
to the valut‘ of the housi‘ or such smaller pia^poition as may 
fixed by the society. This additional anu>unt is briefly ties- 
crilx'd as tenants’ aceumiilatiou in the above note. Ihis 
device, as contrasted with the scheme oi jayim ni of the uliole 
cost of the lioiise within 10 to 20 Vtais niuli r tin h in' -purchase 
or btfiklin^ ,so('iety sysirin. is a advaniaf.,*', hrint;in.t; tlie 

society’s buildings within the reach a more immerous class 
of jH'oph'. But it mtist be borne in mind that the so< iety must 
build itshoust'sor teiu ruenis not >o imn h to suit imlividunl taste 
asto brin^them within the n aeh of as larja a ntiniber of pe<»pl«' 
as possible. By this means a conslani demand (<»r resideUre 
in the society's buildings is kept upland ilu re will always be 
some nuinbers waiting to take up the rooms \ncaled by flic 
outgoing tenants, and the chances o( loss bv tacamhs art' 
minimised. Tlit‘ outgoing tenant would. morco\t i\ bi* in a 
position to ivcovtr his invtstmciu sooiur, either t)y trans- 
ferring it to the incoming tt nant, or l>y the s(»cicty repaying 
liim out of tlie payments made to it by the latter. Ilie houses 
or tenements should, moreovir, be so graded as to suit 
the requirements of all grades of numbers so that tenants 
wanting to occupy more commodious tein ruents by reason ol 
increase of members in tin ir family, or tliosc having to go into 
smaller ones due to any circumstances, may be <iiabled to do 
so without being ol)Iig<*d to leavi* tlie society s buildings on 
that account. 

/?c/>r/j>.s.— Provision must Ik* made tinder this head not 
only for making gotal from linn* to linn the oidinary wear 
and tc'ai.luit also to t nalrle the so( irt\‘ to undertske any luavy 
repairs, whenevi r tlu y are reipiirt d, ju>i as a f>riuii nf man 
looks not merely after liis daily wants, but lays by .s<micilung 
for occasions of si< km ss or accident. A definitt sum is M-t apart 
every year, and aftiT meeting iherf from tin- exiMnditure on 
ordinary repairs during the year, the balance is carried to a 
fund known as the repairs fund. The annual rontn1)ution may 
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vary from half to one per cent, of the capital expenditure on 
the building, according to the strength of the building and the 
habits of the residents. The repairs fund enables the society 
to keep its buildings always up to date, whereby their life is 
considerably prolonged, and the security to the investors in the 
society is naaintained unimpaired, nay, even enhanced in value. 
With a view to encourage tenants to take the utmost care of 
th<' tenements in their charge, it is usual to make them 
pay for the internal repairs, the external repairs only being 
made a charge on the revenues of th<‘ society. Some portion 
of the interest payable to the tenants on their investnjent is 
set apart for the internal repairs account, and the saving 
effected under this head by a careful tenant is added to his 
capital holding. All repairs, external as well as internal, are 
made under the sujxrvision of the Committee. 

Sinking Fund . — The annual contribution on this account 
will vary with the estimated lilt; of the buildings, which again 
will depend upon the nature of the structure and the strength of 
the materials used. So uiuch amount should be set apart every 
year as would, if invested at compound interest in any safe 
investment, accumulate within the period of the life of the 
buildings to a sum equal to the capital expenditure made on 
them. The fund is primarily intended to enable the society 
to repay the cost of its buildings within the period of their 
natural life. But it is usual to make up that amount much 
(;arlior. say, within two-thirds to three-fourths of that period, 
so that the investors in the society may have a sufficient margin 
of safety. Moreover, if the society were to repay the whole 
capital within two-thirds the period of the life of the buildings, 
retaining only the tenant’s shares in its hands, ft will be able 
to put together an equal amount within the remaining one- 
third period by carrying the interest on capital also to the 
sinking fund, as the liability to pay interest willhave ceased on 
repa3’ment of the capital. This additional capital will enable 
the society to replace the old buildings by new ones without 
the aid of outside capital. If the capital of the society were 
made up entirely of shares and loan stock there will be no occa- 
sion to repay any capital, and the society may well apply the 
sinking fund accumulations from time to time for erecting 
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additional buildings. On the other liaiid if part of the capital 
be made up of debentures repayable siiy within 40 or 50 years, 
or of any other form of loans or deposits of a shorter term, the 
sinking fund accumulated upto tht' end of that period may be 
utilized in repa\ing such loans, and tin- balance of capital can 
easily be raist^d within the n maining period. If the society has 
to pay a higher rate of interest on its liKin stock or debentures 
than that it can obtain on its investments of sinking fund 
accumulations, it is advisable to apply tin* latter from time to 
time in repayment of .mu Ii loans. With this object in vii w it 
is uiual to inst rt a ( hmst^ in the dt-bentuie and loan stock 
bonds reserving the society s right t«> repay the amount at 
any time on giving six months' or a \t ar's notice. It may, 
however, be obs<*rvid that as tht‘ sinking fund answers all tin* 
purposes of a reservi fund in a banking soch-ty. no addi- 
tional amounts need be set ii])arl on the latter account. 

Defaults and V'acamies . — *11 need scarcely be mentioned 
that no provision need be made in tins system against defaults 
by tenants, as an ordinary lan<lloid has got to do. For any 
arrears due I>y a tenant can be set off against his share of 
capital in the society, and tlniefore a tenant paying his rent 
regularly is not made to pay for the defaults f)f others as 
is the case with residents in tenements owned by an ordinary 
landlord. Vacancii s are also minimised and even avoided, as 
has been already pointed om above, by the society con- 
structing its houses so as to bring tln m witliin the reach o| 
as large a number of members as possible and at the same 
time by properly grading them so as to suit the changes in the 
circumstances of the im mbers as far as possibh*. Further 
precaution may also be takt n by providing that a slightly 
longer period of notice be given by tt nants wishinijf to quit 
their premises. 

Tims the co-partnership lias numerous advantage.s to ten- 
ants over all othir systems of housir ownership. What dis- 
tinguishes this system from the others from the general point of 
view of housing is the provision made l>y it for the .sinking and 
the repairs funds. In the case of houses of individual owner- 
ship, repairs must dejM nd not only on the corulition of the 
owner's purst*, but also on his willingness to meet the 
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necessity as it arises. For the one guiding principle with most 
owners is to get the utmost from their buildings and to spend 
as little as possible on them by way of repairs or otherwise. 
This is one of the main causes why most properties rapidly 
degenerate into slums. Again, the process of replacement of 
dilapidated buildings on their ceasing to be fit for habitation 
usually depends on the length of the owners’ purse and on 
his willingness to spend. During the period of reconstruction 
he has necessarily to los<; his rent. He therefore prefers to 
patch up the old building here and there, and to defer the 
reconstruction as long as he can, • The provision made il! th(> 
co-partnership system for the sinking or renewal fund and for 
the repairs fund is therefore an important step forward from the 
point of view of housing reform. From the investors’ point 
of view also a co-partnership society offers a safer and better 
investment even for long periods than the individually owned 
houses do. 

The housing problem in India is of recent origin. The 
introduction of industries on flu* factory system and the increase 
of trade and commerce with foreign countries having attrac- 
ted numerous people from the countryside into a number of 
towns and cities gave rise to the problem in our country. The 
cities were allowed to grow in a haphazard way without 
any preconceived plan or design. Th<; rural immigrants hardly 
become fully urbanised. Their habits of livihg, however 
harmless they may have appeari:d in their country homes, 
are mostly unsuited to the city life, and yet remain unchanged 
for long. Having left behind in tluir native place their temples, 
festivals, friends and relatives, they consider themselves as 
mere sojourners in the city, frequently return to the land of 
their birth on long holidays, and go back to settle there to spend 
their old age. They scarcely have an abiding interest in the 
affairs of the city which provides them with no temples, no 
festivals and no chances of decent home-life. Any measures for 
the amelioration of their housing conditions must have not 
only these circumstances in view, but must also take into 
account the caste system and the joint family life of the people. 
The tropical climate of our country, moreover, demands more 
space and more light and air in our living rooms than in the 



CO-OPERATION AND THE HOUSING PROBLEM 203 


West. A housing scheme on the Western lines would, therefore, 
prove to be inelastic and unsuited to our conditions. On tlu' 
other hand, there are certain positive himlrauces to housing 
reform in our midst. Every little improvement in housing 
involves an addition of rent which the lower average income 
of our working classes, and of even the salary-eanu rs. is unable 
to bear. The predominance of the landlord element on 
our municipalities and Ioc4al boards makes tin* work of 
ameliorating the lot of the tenant class a ditlieult task. 
The illiteracy and ignorance of the masses rentiers tliem in- 
capable of devising measures of sell-prott‘ction and m K-reliam f. 
No social workers and reformers havt' arisen or can be exi^ecttsl 
to rise from among their ranks to help them to a In-tter ctimlitioii 
of life. Thus the task of la«‘kling the housing problem in our 
midst is as difficult as it is complicated ami will require all the 
patience and perseverance which those who wish It) set their 
hands to can summon. 

The housing problem in Bt)mbay has become more uctile 
than elsewhere by reason of tlie suddenness with whitdi it has 
become urgent. The war and famine brought about an tinex- 
jK'cted increase in the pojmlation of the city by nearly one- 
third its former strength. The cost of labour and materials 
jumped up to an unprecedented pitch. Protiteeriiig dttring 
the war brouglit large fortunes into tht: hands of the mer- 
cantile classes and speculators, who d<‘alt and continue to 
deal in land and house propi-rth s at fancy prices. Jb nis 
rose by leaps and bounds in yond all reasonable limit, and 
the Rent R<straining Act, recc-ntly passed by Government, 
has not proved to be as effective as it was int<-nded to 
be, and is at best a b mporarj' measure. 

Government has become alive to the situation atid has 
been evincing a keen desire to help tJie solution of the problem. 
It is now for the people, at any rate for the edu ated < Iass< s 
among them, to rise to the height of the opj)ortunity and bring 
about measures for the amelioration of their own housing 
condition and that of their helpless fellow-lxings. The 
allotment of five laklis of rupees recently made by Guvemraent 
for advancing loans to co-operative housing societies is a 
step in the right direction, and it now rests with the peoph; to 
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form co-operative housing schemes on sound lines for taking 
adv^antage of the Government subvention. 

The main principles of the two co-operative systems of 
individual and of collective ownership of houses, as met with in 
European countries, have already been described above, and 
the relative advantages of the latter have also been shown. 
Its merits would, however, be better appreciated if an experi- 
ment carried on successfully in our midst could be instanced. 
With this object in \iew we giv*^ here a brief description of 
the Saraswat Co-operative Housing Society of Bombay, the 
first of its kind started in India on th<‘ co-partiUTship prifhciple 
and organised by tlio writer of this Cliapter. The Society 
was registered in MiU'ch lf)KS. It erected three l)uildings by 
ihi) end of that year on a plot of ground taken on a h-ase 
of 999 years from tin* Bombay Improvement Trust. In tlu‘ 
following year it built two mon* buildings on an adjf)ining 
plot taken from the same body on thc! sanu' terms. All the 
buildings contain three storeys --a ground floor and two 
upper ones. Each liouse in the first lot contains six tenements, 
two on each floor, the thn^e together containing 18 tenements. 
Each house in the second lot accommodates 12 families, 
four on each floor, the two together accommodating 2-! 
families. The houses are constructed on the flat system, 
and each flat is quite self-contained. Th(> accommodation 
provided in each unit in the* first lot of buildings consists 
of two bed rooms, one living room, a kitchen, a verandah, 
and a W.C. and a bath room. Tlie accommodation in the 
second lot is on the same lines, e.xcept then* is one bed room 
loss. Of the two tenements on the ground floor of one of the 
three buildings in the first lot, one is occupied by the banking 
institufion of the community known as the Shamrao Vithal 
Co-operative Credit vSociety, and the other is so modified 
as to form a common moisting hall and is placed in charge of 
the Association of the community. Here a library and a 
reading room are located, and lectures and gatherings are 
arranged periodically. Both the institutions pay rent on 
the same scale as other tenants, the Association having its 
n venuo deriv(*d from small subscriptions from its members. 
The Society has also built two out-houses to accommodate 
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its servants vind those of the tmauts. the latter being charged 
a nominal rent for aeeoniniodalion. 

The cost ol the buildings amoiiuied to about a lakh and a 
half of rupees. The capital is made up oi shares of Ks, 20 each 
and loan stock of Ks. 2o pt r bond, the reiiiaiiidt r of tin- capital 
Ixing raised by loans and deposits. The maximum rate of 
interest on share capital is fixe d at 5 pe i cent, jh t atuuiin and 
the same rale of interest is paid on loan stock. The Society's 
te nants lia\ e contril'Ute d one-third the; cost of the tenement in 
their occupation : Ks. l.di tt being paid by eaeli in the lirsl lot 
and 8s. l.i in tin sic'ond. Ilu* sum ]nutl l>y tluin 

ainountrd t«) nbout Ks. jKirtly in tin slia|H' ol shares and 

])artly in tluil oi loan stork. Thr n nt paid hy iiuh Irnant 
on the 1st. 2nd and 'M\\ lk»ois, n spt < tivrly. in thi* iirst lot is 
Rs. 28. and aiul in st-cond Ks 21-4 0. 28 4-n and 

28-4-‘'. Tlir loi.d annua] n ni rio ivrd h\ iho Sot ii ly ag|.jrt‘- 
t(* Ks. 14,258. Inititsi is also paid to tin* truants on 
thr shan* oi rapiial < nntrihiilrd by llu in, tin* amount ol 
inttn sl rarui'd by llu in, lumrvir, is not paid in casli but is 
crrditrd tu tin ii ;o « aoim indiv idually, and tin jiToit ss will br 
eontimn d nnril \hr total liMldinm of rarh tniant will haw 
anu'untrd to half ihr < of ih*- n« in» iits ok upird by 
him. 

Thi annual dislnirsi in« nts madr ]>y tin Sot n ty out r>l ivnts 
arr approxiiiialf ly as follow s : 


(<j) K.-, 

1 .«(« . 

. (iiound n ni paid tf» llu Ikmihay Im- 
provrnu iU rrusi. 

(M 

1 . 

. Miiniripal tax* s. 

(0 •. 

1 ion . 

. Annual i ontribiiiion to ihr Kf-pairs 
I und. 

(</) .. 

I.<>00 . 

. . Annual ( oriiril>ution to tin;* Sinking 
huml. 

(c) 

167 

. . hil t- lusuram r. 

(/) .. 

f»2‘) 

. . Wagrs <il tin s< rvanis. ui>-krtp of 
tin gardrn ami otlni roniingent 
« .xpt ns« 

(g) •• 

7,5oO 

. . Iiitep St on capital including dividend. 


Ks. 14,256 ..Total 
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The life of the buildit^s is estimated at 100 years. The 
^king fund is calculated at slightly over half per cent, of the 
capital, and if invested at 5 per cent, will accumulate in about 
44 years to the capital spent on the houses. The expenses 
actually incurred on account of repairs up to date amounted 
to Rs. 61 1 , and an amount of Rs. 1 ,000 calculated at about | 
per cent, on the capital is annually carried to the Repairs 
Fund. The position of the Society at the end of the fourth 
year {31st March 1919) is as follows: — Share capital paid 
up stands at over Rs. 40,fKM) ; Loan stock at nearly Rs. 30,000; 
(Ordinary Ix)ans at Rs. 24,000 ; Deposits at over Rs. 685OOO. 
The Repairs Fund (excluding the amount actually’ spent) has 
accumulated to Rs. 2,400, and the Sinking Fund (including the 
contribution made in the fourth year) to Rs. 3.000. There was 
not a single default in payment of rent nor a vacancy for even 
a month. The scale of rents in the Society's buildings was 
fixed just to cover the outgoings, and has not been raised in 
spile of its consklerabh! recent rise- in other buildings all over 
Bombay. At present the Socu ty’s tenants pay about 30 to 
40 per cent less rent than those residing in similar tenements 
in other buildings. So great is the demand for residence in 
the Society’s buildings that there are as many as 11 members 
on the waiting list, five of whom have actually paid their 
full share of contribution in advance. Two vacancies 
which had occurred during thi? jicriod were quickly filled up 
and the outgoing tenants were repaid out of the amount con- 
tributed by the incoming members. One tenant having died, 
his heirs continued to occupy the place. The Society’s biyild- 
ings have appreciated more than 75 per cent, due to the recent 
rise of the value of house property in Bombay. 

Thc«Socicty at its start failed to attract sufficient capital. 
Had it not been for the loan of Rs. 24,000 given to the So- 
ciety by Sir Prabhashanker Pattani at 4 per cent, jier annum, 
and the cash credit loan of Rs. 20,000 granted by the Shamrao 
Vithal Co-operative Credit Society at 5 percent, per annum, 
the Housing Society in all probability would never have madt; 
a start. When, however, the first three buildings were 
completed and occupied, capital came in more freely and the 
task of erecting the additional two buildings became compar- 
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ativily easy. But iluivaitt r tlic SiKit ly had to encomitri 
Ircsh diflicuHu s, I lu is hardly any varaui land Kdt in thr 
neighbourhood, all ihe availabh* silts in iht‘ ana ha\*ing since 
been taken up by private owners. Tht n a.uain, owing to llu* 
sudden rise in the rate of inttiesi in iln numoy market due to 
the 5j per cent. Government War Loan, tlu: iiillow of capital 
in the shape of loan stock has btrn mm li rt iardt'tl. A few 
more housing socirtit s have n'ceiuly In < n start* d in Rnnbay, 
but they. too. have Ixtii encounit ring similar dilhculties in 
the path of progress. 

Ko co-operative housing society ran In e\|Het<tl to make 
headway unl(*ss nitans are devised to bring within its reaclt 
largo tracts of building land and .i snlTlic ic iif sup|ily of long- 
term capital at a low rale ol ini* iesi. Th*^ numerous co-part- 
nership societies in Jingland wt re abh to attain the givaisnccess 
they did by nason of iln ir In ing able to make continued ad- 
ditions to lla^ numb* r of th* ir lious* s y» ar after ye ar by reason 
of the; large anas of land made av.iilahle to lhi*m, eilhci 
through the ojn ration of sone- land triKt or through the help 
of some kindly owner ol nunit rous aen s. Dn tin* other hand 
hen* in Homl»ay we ha\ t not g«n in onr midst jn isons owning 
« .\ tensive* ]>nilding land v/honi a '-oci» t>‘ ran lof>k U]) to for 
the purchase or !• uf land sntTn icni lur its present and 
future rc*quiremenls. Tin* Bombay Improvement Irust. in 
order to lay out in the north ol tin* Island a garden sub- 
urb consisting of 71 S acres, had to jnircliasi* tlu; land in small 
pieces from as many as 1.865 own* rs, No soc iety could hr^ 
expeett d to undertake such a pice* nn al opt ration. It is iher* - 
lore desirable tliat ilie Muiucipality, the Irnprovcnuni 
Trust or som*- oth<T body should lx specially emj>owrred (o 
acquire land on a large scab lor )* using it out on hm^ourabje 
terms to housing socit ti* s and to employers ol labour under- 
taking to build housrs for their t irq»loy< < s. 

The m xt great dilhculty ot a housing st>iiety is eon- 
Cl riling capital. Cheap capital is quite essential for the 
advancement of lh< housing lebirm. No agency ran command 
l apital in tin* maikei at a » In aja j rate than Ihe Slate. 
This is one of the main n aaajns why many progre ssive Govern- 
ments have taken upon themselves the wuik ol financing 
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building societies on a large scale. It is, therefore, high time 
our own Government gave serious consideration to this im- 
portant aspect of the subject in a liberal spirit. The recent 
allotment of 5 lakhs of rupees, made by the Government of 
Bombay after several representations, for the purpose of 
granting loans to housing societies, will not go far enough. 
Similar allotments, even on a larger scale, will have to be 
made every year. Besides the grant of direct loans, societies 
may also be enabled to raise loans in the market on easy terms, 
by Government guaranteeing the payment of interest and 
by authorising Trust Funds to be invested in the societies. 
The existing restrictions on deposits by a certain class of Govern- 
ment servants in co-operativd societies should be entirely 
removed in the case of building societies. 

Further, it must be noted that a building society has 
to struggle hard during the earlier years of its existence. In 
the first place, there is the period, varying from ten to twelve 
months or even more, during whirh it has to spend money 
on the construction of houses without earning any income. 
It w'ould be hard to expect the creditors and investors who 
have supplied it with funds to forego the interest due to them 
for this period. The success of a new' venture like tliis will be 
judged by the punctual payment of interest on capital. In 
the case of a capitalist investor, on the other hand, the 
money spent on the building operations being his own, he 
incurs liabi]it](.;}o none for tifc payment of interest thereon. 
As for the loss of the interest suffered in the earlier years, he 
hopes to make it up by gains made in lattr years. Morec^r, 
in th^case of the society, no .sooner docs it begin to earn 
Income than it has to sd apart a substantial portion of it 
every year to provide for the repaj’ment of the principal of 
the loans and for the depreciation of the buildings. A capitalist 
investor can have -mo such concern. A building society 
therefore needs all the possible concessions to get over these 
difficulties. It is therefore desirable that in the case of the 
land obtained on lease from the public bodies, the rent must 
be remitted, say, at least for the first 5 years, as also the 
Municipal taxes -on the buildings for at least the first ten 
lyeant. Both these concessions may be made subject to the 
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condition that the society paj^s no higher than a six per cent 
di^ddend, as is done in other countfles. 

The main reason why co-optrative building societies 
deser\'e all possible encouragement are the following They 
afford better security to loans graiiu d li*om public and 
private sources than individuals can offi r. Tlu y bring 
more private capital into the building entirprise by their col- 
lective credit than their nu mbers can individuail\’ cuiumand. 
On a numbtT of societies bt ing formed, th» y t an. as ir* Kngland» 
combine into a union or federation, uln reby tli*‘ cost of the 
buirtUngs could be reduce d: by pouliug <»rdt rs ftn u holesiile 
purchase' of materials ; by col^tiv*' purt base ot labour-saving 
machinery for hiring oiit‘ to individual soi ii ti«‘S; by reducing 
the cost of protissional services, by ev>llteti\f employment, 
and bj" minimbing the cosi of repairs. 

Co-operative societies are recognist tl institutions, not only 
for increasing the supply of dwellings but also lor maintaining 
them in an efficient condition. The e.xpt rit net: of .ill lon ign 
countries goes to show that Ct)-operation is the best medium 
for organising effort in the matter of housiiis:, but that such 
effort cannot go far enough without State aid. 

State aid to c'O-opt rative and otlv r agenru s lor the 
encouragement of the supply of people's houst s has now 
become an established fact in European couutritis. and all 
Governments have been bestowing on the housing question 
the same degree of anxious attchfton as on evei^**other matter 
of public importance. Sii*h aid has generally taken the 
foUlpixig lines : — 

1. Financial Aid : — 

(«) By loans (1) to local authorities, as in Great Britain, 
Germany, Austria, Belgium. Dinmark, Sweden, 
and Nor^vay ; (2) to building associations and co« 

operative societies, as in Great Britain, Germany. 
France, Denmark an4 Italy : (.S) to employers, 
as in Great Britain and Germany ; (4) to indi* 

viduals, as in Great Britain, Germany, Ans^^ 
and Norway. 


14 



210 


INDIAN (X)-OPEKATlVE STUDIES ■ 


(b) By lending money on Second Mortgages, as in 

Germany and Austria, it beiiig comparatively 
easy to raise on First Mortgages part of the capital 
from ordinary investors at a reasonably low rate 
of interest. 

(c) By subscribing to the shares and guaranteeing the 

bond issues of co-operative building societies, 
as in Germany, and by guaranteeing interest 
on loans advanced to housing societies by public 
bodies and institutions, as in France. 

(d) By authorising savings banks, insurance and trust 

funds to make loans to societies on the security 
of houses, as in Franco. 

II. Land Policy ; — By acquiring building land directly 
or through local authorities, and selling and lettii\g 
it out on (lasy terms for encouraging the construc- 
tion of sanitary buildings, as in Germany, Austria, 
Italy and Holland, and now in England. 

HI. Fiscal Exemptions: — Especially by exempting work- 
men's dwellings from ta.xes, as in Germany, Austria, 
France, Italy, Belgium and Denmark. 

IV'. Special facilities to State employees, by construc- 
ting buildings for rental or sale or by advances of 
loans on easy terms for the erection or purchase 
of buildings, as in Germany and Austria. 

V. Indirect encouragement to housing by organising 
exhibitions of model dwellings and competitive 
plans, and by awarding prizes to the best design 
and cheapest model, as in England. 

Th# work done so far in India is a trifle compared to 
what was dcoie or is being done in England. 

Our requirements in the matter of the housing reform 
may be summarised as follows. The rise in the value of building 
land should be checked by controlling its development. Muni- 
cipalities should be empowered to purchase land within of 
without their limits in the interest of building enterprises. 
The Improvement Trust of Bombay should be authorised to 
grant land on easy terms for the construction of small dwellings. 
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The system ot ic\'>ing building tines and the periodic revision 
of land assessment should be done away with or considerably 
modified in the case of land set apart for the people’s hottsea. 
The suburbs should bo opened up by clu-ap and speedy transit 
facilities, by ertating new centres oi activity, and by ma* 
king residence therein secure against dangers of thefts and 
robberies. Government should grant tinancial assistance 
for increasing the supply of dwellings. Loans should be granted 
to Government servants on la\'Ourablc terms for erecting or 
purcl^asing houses. Municipalities, railway companies and 
other public offices should be authorized or encouniged to 
make similar loans to their employees. Municipal taxes 
should be remitted for a period ot at least 10 years in the case 
of houses movly built ior the middle and classes. Sjx^cial 
iacilities should be givi n to co-operative Iniilding societies 
by grants <»( lands on lavoiirable it ims. by advanc ing Ion-'; 
term loans at a cheap rate of interest, and by remissions ol 
land a nts and municipal taxes for the first lew vxxirs ; and 
c'.xliibitions of iikkIoI d'A< liings and siandircl plans should be 
« ncouragt d to show how cln apncss and stix ngth could b» 
lombined without the sacrifice of sanitary lefiuia ments. 

h would be idle to dinv the seriousness nj ihi* housing piii' 
blem and the respondbilitv ot the State to ;d!or<l all jH)ssi)>Ie ai<l 
for its so!ntif»n^ • sjviially in laige riiies lik»‘ Hoiuba\’. Tie' 
iiuiniate i elation exj^tirig between bad housing and sickness, 
mortality and crime lias e\crywheif betn acknowledged. 
The cxp» iT nee ni tlie several (ounlii< s who liave bestowed 
thought on thi‘> subj^^rt has gone to show that the direr! 
and the indiiTri cost to !h • (ominunity iu .dlowini, people to 
iY main in unwholesome dw-ellings. provi s in ilif lon.f; run to be 
far fu'avicT than that required tor increasing tliesupidv Rf cheap 
and sanitary homos tor rluin. Public funds spi rit on improv 
ing the housing • conditions of tJie. pi-ople ixxr no less a 
productive investment than those spent on irrigation, rail- 
ways or other like works. Improvement in housing cannot 
fail to have a many-sided diect on the life of the people, riow 
preventible clauses of death could he eliminated, how {louroes 
of numerous disea^=?e5 could be removed, how the dreadful was- 
tage of child-Ufc could be prevented, how light and air f ouhl 1^; 
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brought into the homes of even the humblest, and how a 
domestic condition for the people could be secured whereby 
their health, morals and character could be improved and 
maintained — all must depend upon the correct solution of the 
housing problem which, therefore, deserves all the careful atten- 
tion that the State, public bodies and everyone interested in the 
public welfare can bestow. 



XI. 


AGRICULTURAL TRADING SOCIETIES. 


The most important part which co-operation has played 
in the development of ajs'riculture in tins country has been the 
provision of credit to agrictiUurisls, but with that it is not 
the purpose of this essay to deal. Its object is to touch briefly 
on a few of the other aspects of co-operation as related to 
agriculture, and to hint at some of the possibilities in this 
direction. How small is the progre.ss which has been made 
by agricultural trading societies in thi.s country is shown by 
the fact that, in a recent book on Co operation for Farmers 
by Mr. Lionel Smith Gordon, Assistant Secretary of the Iri.sh 
■Agricultural Organisation Society, India is not mentioned 
except with reference to credit. .As Mr. ( rosthwaitc remind-, 
us. it was only about 1895 that agricultural co-operation for 
credit or supply became important in any country. ‘In India, 
where co-operation, though a rapid, is only a recent growth. 
Registrars, their staff and all interested in co-operation havi- 
had their hands full with credit. Their activities were, in fact 
limited entirely to that side until the passing of the Act ' f 1912, 
The reasons for this are obvious to all who know India. Ih 
problem which the Government set out to solve — and to^Iovern • 
ment the initiation of the co-operative movement was entirely 

due w'as the relief of agricultural indcbtednes;= Until the 

crushing burden of debt under which the cultivator laboured 
had been lightened, it was impossible to think of the dev'elop- 
ment of any other side of co-operation than credit. By 1912( 
however, sufficient had been accomplished to justify the removal 
of the restriction, and a commencement was made with 
agricultural trading societies. A brief summary of their position 
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to*day, which thus represents the work of about seven years, 
will be attempted before passing on to consider the obstacles to 
more rapid progress and the way in which these can be 
removed. 

It is usual in the text-books to divide agricultural trading 
societies into two main classes, societies for the co-operative 
supply of goods, and societies lor the co-operative disposal 
of produce. Subsidiary to these, though not unimportant, 
are such branches as co-operative cattle breeding and co- 
operative cattle insurance. This division is not by any jpeans 
followed in the Registrars' reports, and it need hardly be pointed 
out that some societies may combine both purchase and sale, 
as is especially the case in Japan, in addition to providing 
credit. It fails to include one branch of co-operation which, 
in India, has been more fruitful of results than any other. 
The special conditions of this country have rendered co-opera- 
tive societies a particularly useful channel for the dissemina- 
tion of agricultural improvements, the supply of pure seed 
or seed of improved varieties, the introduction of improved 
implements, and so on. It is difficult to estimate the total 
value of these operations. The reports of the Registrars 
are discreetly vague on the point. They merely dilate on 
the ever-increasing closeness of the relations between the 
Agricultutal and Co-operative Departments, and leave it at 
that. It is probably impossible to give any figures of the 
total amount ol seed distributed, though they might, perhaps, 
be collected in regard to implements. It must be remem- 
bered, however, that these activities, valuable as they are, 
are rather a by-product of co-operation than its aim and 
object.* The agricultural unions in the Central Provinces 
which have done so much to spread the heavy yielding variety 
of cotton known as roseum can, in fact, hardly be called co- 
operative at all. They have no share capital and no borrowin;.; 
power. As unions, they buy neither seed nor cotton. They 
act merely as agencies for the sale of implements, and stand 
to lose nothing in their capacity as such. Their limitations 
in this respect are being realised and an Agricultural Associa- 
tion has been registered which has made a beginning with both 
co-operative purchase and sale, co-operative purchase oi^ 
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implements, feeding cake and seed, and co-operative sale of seed 
only for the present, that of unginned cotton being postponed 
until further experience has been gained and sufficient funds 
are available to enable a properly trained staff to be entertained. 

Co-operative supply may take several forms. In some 
cases, it is one of the activities of the ordinary credit society 
which secures indents from its members for the amount ot 
seed, manure or even household requirements they need, 
and then makes a joint purchase to the best of its ability. This 
is a method particularly favoured in Madras which has also, 
hm^ever, seventeen co-operative societies purely for purchase. 
Their operations arc at present on a much smaller scale than 
those of credit societies. Madras is unique in that it has a 
society which not only supplies artificial tertilisers to its 
members but makes them itself. The Tanjore District Co- 
operative Manure Society manufactures bone meal and flour 
phosphates and supplies the manure to its members at a 
rate far below that at which they can obtain it from any other 
source. It is in Bombay that co-operative supply is at 
present most flourishing. The twenty-one manure societies 
in that province purchased over eiglit million pounds of manure 
in 1917-18 and, had it not been for transport difficulties arising 
out of war conditions, the transactions would iiave been much 
larger. Castor, ground-nut and safflower cake are the most 
in demand. The Registrar issues a monthly circuly showing the 
stock of cake available at each of the big oil-pressing mills, 
the nitrogen percentage of the cake and the market price. 
Samples are ebtained from most of the big presses and are 
taken by the Agricultural Organiser on tour. Sale by samples 
has, however, not proved altogether satisfactory owing to 
the difference in the (luahty of the sami)h; and tjial of the 
bulk of the goods. Other Provinces haw a h v supply socie- 
ties but the sum total of their activities does not amount to 
very much. The eight agricultural societies in the Punjab, 
for instance, only supplied goods to the value of about 
Rs. 1,200. Agricultural societies in the Punjab have, however, 
proved extremely useful instruments lor bringing down the 
price to their members of those necessaries of life, oil, salt 
and cloth, in which of late there has been excessive profiteering. 
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This account of societies for consumption has been brief 
as there has been so little to describe. Some of the difficnl* 
ties which stand in the way of the development of co-eperative 
purchase are obstacles also to that of co-operative sale and 
it will be convenient to discuss both together. The co- 
operative disposal of produce has made far greater progress 
in India than the co-operative supply of goods. In Europe, 
it is hardly necessary to m-’niion that the mest successful 
agricultural trading societies have been those which cater 
for the breakfast table. Cream, butter and bacon do not, 
however, figure in the Indian dietary, and in their placebo- 
operators in this country have turned their attention to milk 
and ghee. The results v ith these products have, however, 
been entin ly outdistanced by those achieved in the case of 
cotton. Bombay has now eight cotton sale societies, four 
in the Dharwar District and four in Khandesh. Those in 
Dharwar sold cotton to the value of seven and a quarter lakhs 
of rupees in 1917-18. The societies advance cash loans to 
their members for the cultivation and picking of cotton on 
condition that all cotton grorvn with the loans shall be sold 
through the societies. This condition is not being loyally 
observed nor arc auctions held regularly. For the success 
of sale societies, bulk and quality are essential and the socie- 
ties have to rely on the loyalty of their members in regard 
to both. TJjey must bt^ able to depend on getting the whole 
of the produce and must be certain of not being fobbed off 
with the rubbish, the best being sold separately to a dealer. 
The societies in Dhanvar are also, we are told, too much in the 
hands of the commission agents w’ho were admitted in order 
to secure bidders at the auctions. Their interests cannot, 
it is obvious, coincide with those of the producers. In 
Khandesh* the surrounding credit societies, which were 
intended to feed the sale societies, are still very sparse. The 
Punjab has thirty-one societies for the sale of pure American 
cotton. These societies, which have been very recently formed, 
insist on their members growing only pure American cotton 
and uprooting all indigenous varieties. It is intended that 
they should gradually take over the auctions of American 
cotton which are at present held by the Agricultural 
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Department. Madras has a few seed unions in the Tinnevelly 
tract, which consist of five or six ryots who undertake to 
sow the whole of their cotton area with selected seed supplied 
by the Agricultural Department, to gin the cotton and sell 
the lint jointly under the supervision of the Department, and 
to keep the seed for sale in the following season. 

In addition to its cotton sale societies, Bombay has some 
societies for the sale of jaggery, ground nut, turmeric, betel 
nut, pepper, and vegetables. Some of these are making 
rapid progress, ihe Baramati Society selling over 4| million 
pounds of jaggiTy in 1917-18. This society, with others on 
the Nira and Godavari canals, is managed by the agents of the 
Bombay Central Co-operative Bank with the ohji ct of securing 
punctual recovery of the loans advanced by the Bank to the 
cultivators in the areas they serve. Their standard of 
management is therefore a high one, and, for this reason, they 
can hardly be regarded as typical societies. There arc, how- 
ever, other societies which are doing very good work. One at 
Islampur disposed of nearly a million pounds of jagger}', 
groundnut and turmeric in 1917-18. All the societies of this 
class have been greatly hampered by the absence of railway 
facilities. Bengal has one sale society which has realized 
enormous profits- ;hc Naogaon Ganja ( ultivalors Co- 
operative ^ciety, 10 which Government have granted a 
monopoly of trading in ganja and bhang. Its profitsrtn 1917-lS 
amounted to over five lakhs of rupees. It is an example of 
what can be dom; to eliminate the middleman but its value as 
an example must be somewhat heavily discounted owing to the 
monopoly it possesses. Burma has its paddy sale societies 
but these are mostly temporary institutions which are formed 
for the purpose of the year’s business and arc finally w'ound 
up at its close. In only three cases in Madras was there any 
joint sale of produce in 1917-18. 

There is, perhaps, no branch of co-operative sale of pro- 
duce to which the Co-operative Department in India has paid 
more attention than the co-operative sale of milk and, in striking 
contrast to conditions in Europe, there would appear to be no 
respect in which it is more in advance of public opinion. From 
almost every province comes the same melancholy tale of 
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failure. Here and there, at Nagpur and Allahabad for instance, 
is a flonri^ng milk society but, as a role, the ordinary 
dairy society leads a struggling existence. Bengal has 
recently made a special effort to deal with the problem. In 
the Baraset Sub*Division, six milk societies have been formed 
which send milk under seal in locked cans to Calcutta where 
there is a duplicate key and where it is sold to consumers 
as it comes from the cow. The milk is tested by the society 
before despatch and again on its arrival at Calcutta. A great 
difiUcolty is presented by the high cost of management. Each 
society sends a man with its milk to Calcutta so that men 
travel daily where one would suffice. It is hoped eventually 
to organize more societies and to bring the milk by motor 
to Calcutta. It should be mentioned that the members of 
these societies are all cultivators, and that cowkeeping is a 
secondary business with them so that the societies cannot 
be regarded as t3rpical. Both in the case of milk and in that of 
ghee, for the supply of which there are a few societies scattered 
over several pro\nnces, the problem is the same. The demand 
for the pure article at a fair price has still to be created. W 
present it has no chance against the adulterated product. Even 
in Europe, except in Ireland, co-operative milk societies are 
not as flourishing as other forms ci co-operative production 
and, if this is the case in countries where the importance of 
pure raiHc and its intimate connexion with the reduction of 
infant mortality arc realized, what can be expected in India 
where the gaoU is one of the most backward members of the 
community ? The. dairies organized amongst urban gaolis carry 
within themselves the seeds of failure owing to the absence of 
sanitary conditions. Those which aim at bringing milk to a 
city market from surrounding villlages and distributing it 
are much more promising. 

One point which is often overlooked, in regard to the 
co-operative supply of milk, is the intimate connexion between 
this problem and that of the improvement of Indian cattle. Mr. 
Carruth, the Deputy Director of Agriculture for live stock in 
Madras, has recently emphasized this aspect. He holds that 
the business of dairpng cannot be carried on profitably with 
the local cow if pure milk is to be sold. The industry is a 
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bankrupt one, and the existing evils, such as adulteration and 
insanitary conditions, all follow from this. It is useless to 
expect improvement, until the industry is put on an economic 
basis, and the only way to do this is to find a cow that will 
produce enough milk to pay for its keep and for some profit to 
the dairyman. Mr. Carnith adds that there are no signs of any 
good milking strains even in the Ongole breed, which is one of 
the best local ones and tliat, therefore, the solution of the 
problem must be sought in cross breeding. 

^ As has been already pointed out, co-operative supply and 
co-operative sale arc not incompatible, and can be carried on 
by the same society. The combination of the two is at present 
very rare in India, the main reason being that the business 
ability necessary to ensure its success has yet to be developed 
Three agricultural associations have recently lieen formed in 
Bihar and Orissa with the object of arranging for the supply 
of seed, manure, implements, etc., to their members, ot 
undertaking the sale of their produce in bulk, and of entering' 
into any other business calculated to assist them in the 
cultivation of their lands. 

The other branches of agricultural trading must be briefly 
noticed. Ihc co-operative use of agricultural machinery is, 
in reality, only another form of co-operative supply. All over 
India, there are numbers cf co-operative credit siyie ties which 
stock agricultural implements and hire them out to their 
members. There are now many societies of which this is tlw 
sole raison d'etre. Bombay has ten of these, which not only 
hire out iron ploughs but also own more expensive oil engine s 
and cane crushers. In the Punjab, a thousand improvctl 
implements, mostly Meston ploughs, have been disposed of in 
two years, but whether by co-operative societies formed ad 
hoc or co-operative credit societies, is not stated. 

In co-operative cattle breeding, Bombay again leads 
the way. It has ten cattle-breeding societies whose aim is to 
gather a herd of about si.xty good cows, to obtain a separate' 
grazing area, and to own a breeding bull. The cows are collect- 
ed daily from their different homes and taken to the pasture 
ground accompanied by the bull, other bulls are kept off, all 
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coverinfF are noted and a herd book is maintained. Good 
bulls are, however, expensive, and the difficulty in getting 
them has been increased by the mortality during a recent 
famine. The necessity for securing separate grazing areas 
makes it difficult to start societies of this t 3 rpe except in 
villages in which good grazing facilities are available. In Bihar 
and Orissa, breeding bulls have been distributed to co-opera- 
tive societies and a scheme for making each guaranteeing 
union a centre for improving the breed of cattle is under con- 
sideration. In the Central Provinces, the Gaigaon Union 
has a cattle-breeding farm for the benefit of its members? It 
has purchased a bull and charges a stud fee of eight annas 
to the members of the Union. In Madras, although Govern- 
ment have promised a grant of Rs. 100 per annum towards 
the maintenance of a bull, no co-operative socit ty appears 
willing to incur the initial expense involved in the purchase. 

Except in the small province of Coorg, it is only in Burma 
that rattle insurance has made any progress. Burma has 
now 379 societies, the vorkin," of which is .steadily mproving. 
Death re])orts arc submitted more punctually and irdemnities 
are paid more promptly than used to be the cas(-. The funds 
accumulated by the Ujiper Burma Central Reinsurance Union 
now amount to apiwoximaiely nine per cent, of the risk 
insured, this as a result <<f throe years' working. Bombay, 
the United Provinces and the Punjab have a few societies 
which ai'e not in a ^'cry flouri.shing condition. The United 
Provinces Registrar t xplains that tlu- great difficulties are the 
frequent changes made by the mciulxrs in their cattle, their 
unwillingness to deprive the village chaniars of their customary 
right of tppropriatinfi the carcass in return for a pair of shoes 
or a bucket, and above all. lack of comprehension of the work- 
ipg and of faith in the benefit of such societies. It is question- 
able whether co-operative cattle insurance has any future 
before it in India, outside Burma, except in the case of ex- 
pensive cattle. 

It will be gathered from this brief survey that there is 
hardly any form of agricultural trading society suited to the 
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conditions of this country in which a beginning has not been 
made in India, but that, owing to causes already indicated, 
the energy expended in developing this branch of the move- 
ment has been limited and the achievement has been in pro- 
portion. Societies both for the co-operative jmrehase of goods 
and the. co-operative sale of produce haw the great obstacle 
of dist?n;.r to contend against. In Europe, the consuming 
society can get its requirements brought, so to speak, to the 
door with the minimum of trouble. In India, they have 
to come from one of the few great commerical centres which 
may^e in the next province. It is equally difficult for sale 
societies, in the case of such products as cotton, to get in touch 
with the ultimate consumers in Bombay or Ahmedabad, 
though it would be greatly to the advantage of both if they 
could do so. The main obstacle to the more rapid progress 
of consuming soci< i’cs is that, for co-operation in con- 
sumption to be a '.ti'*cess, the operations must be on a 
fairly large scale. A few isolated societies arc not likely 
to achieve much. Where co-operative supply has bt'cn most 
successful in Eui '.po, societies have added the supply of 
household stores to the business of purchasing seeds, 
fertilisers and food-stuffs in hulk which is their primary 
object. Salt, oil and cloth could well be added in India, but 
it will be obvious that the succissful conduct of supply on 
any scale that makes it worth doing requires a highly cempe 
tent staff. There is no place in it for the part-time amateur. 
A properly qualified and entirely trustworthy wholc-Jme, 
manager with an adequate number of assistants is ro(iuired, 
and such men are not readily forthcoming in the rural tracts 
of India, nor indeed for that matter in the towns. The 
question of credit presents another difficulty. It ^pSt'^cietics 
sell for cash only the small farmer finds it very difficult to pay 
for his manures and seeds until be has reaped th? crop grown 
with their aid, or for his feeding-stuffs until be has ffisposed 
of his live stock. The solution of this difiBculty seems to lie 
in the method adopted in Bombay where the members of the 
man. ire society are also members of a credit society which 
advances them loans to enable them to pay for their pnreha* 
aes. It might appear simpler and more satisfactory if the 
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credit society were to supply the manure, but for reasons 
which will appear later, the separate society is preferable. 

The difficulties in the way oi co-operative sale societies 
will be apparent from a study of the w’orking of the cotton 
sale societies, especially as it is with these that most progress 
has so far been made and it is in regard to them that possibili- 
ties seem most hopeful. It need hardly be pointed out that the 
object of co-operative sale is to enable .a combination of con- 
tributors to produce bulk, quality that cannot be suspected, 
and uniformity, and to obtain for their produce a better jfrice 
than any of them could get individually. Hitherto the position 
has been that the cultivator has been unwilling to grow 
improved varieties of cotton as he has never been certain that 
it will pay him to do so, especially as buyers admit that they 
cannot afford to pay a higher price for small lots. Co-operative 
sale overcomes this difficulty and also ensures quality that 
cannot be suspected. The Report of the Indian Cotton 
Committee has recently showm how largely this question 
of quality affects the price of cotton. The Committee conclude 
that the cnllivator is onh' in a minor degree responsible for 
the adulteration, mixing and damping which has so greatly 
damaged the reputation of Indian cotton. The co-operative 
sale society should be able to secure the elimination of the 
middleman»who is responsible for them either by establishing 
its own ginning and pressing factory or by disposing 
of its unginned cotton direct to the ultimate consumer. 
The necessity ior unilormity need hardly be insisted on. 
It is of little advantage to a society to have e.Keellent cotton 
to offer one year if this is followed by indifferent stuff the next. 
Unfortuq^tely, uniformity and qualitj' aie not so easily able 
to secure a good market in India as they are in Europe. Says 
Dr. HoUman, late Agricultural Attach^ to the German Consulate 
General at Copenhagen, ‘‘ a large quantity of goods of 
a knou'n and determinable quality supplied with steadiness 
is, at all times, sure to triumph over a medley of heterogeneous 
products offered for sale by an unorganized host of sellers. 
Whoever can succeed in establishing uniformity and quality is 
bound to remain master. His name will, by itself, sell his 
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goods, because the public accepts his name as a guarantee 
of quality such as it knows.” If this wvrc true of India, the 
Co-operative Department would ha\e an easy task in from 
of it, but in this country the purchaser is very much liarder 
to convince than he is in Kurope. ’ U has been an uphill 
struggle in the Punjab to prove to him that he could get much 
more satisfactory cotton at the auction sales held by the 
Agricultural Department than in any other way. and he has 
yet to be convinced in tin- case ol Bombay. A circular 
recently issued to leading buyers oi cot ton in Bombay informing 
then\,that a largo quantity ol cottoii. the quality of which 
was guaranteed by tlie Agricultural Depart me nl, would be 
disposed of at auctions held by the ('o-oiH'taiive Department 
in Dharwar, met with no response. It is hardly surprising, 
m the circumstances, that co-operators feel inclined to give 
up the- struggle in despair, to place no reliance on the asser- 
tion of the cotton trade that it does want good cotton and 
to resent the blind trust it places, for its knowledge' of local 
conditions, on underpaid agents whose probity is not above 
suspicion. In the Report of the Indian Cotton ( omniittec*. 
prevision is made for ilie presence cn tlir ( eiitral Cottcjii 
Comiaittec which is to form a link between the Agricultural 
Department and the cotton trade of a representative of the 
Co-operativ(' Department and it may be that marked im- 
provement vill n sidt from this. Tin* difficulties^ in regard 
to the co-optirati\ c sale of cotton are accentuated in tin; case 
of such products as milk and ghee. The cofton trade un- 
doubtedly wants a pure article and the main obstacle to co- 
operative sale is tiial it takes so much convincing that a pure 
article can be got by that means. The Indian public does not 
want pure milk or ghee unless it can get them at the saihc 
price as the adulterated article. Until public ojlfinion is 
aroused to the value of pure milk and the effect it? supply would 
have on the reduction of infant mortality, there seems very 
little hope for the co-operative milk society. 

Different conditions need different treatment. The suc- 
cess of agricultural trading societies in Ireland is due to the 
voluntary efforts of one man, Sir Horace Plnnkctt, but even 
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Sir Borace Plunkett could not have done for India urhat 4ie 
has done for Ireland. As the structure of co-operative credit 
in India has been built up by State effort and State aid. 
though the object is to divest the movement of the official 
element as rapidly as possible, so the structure of agricultu- 
ral trading must also be built up by State effort and State 
aid. It may be argued that this is the case already and 
that the fact that so little has been accomplished is, if 
anything, an argument for a change of system. But, as was 
pointed out at the outset, agricultural trading societies 
have so far been a by-product only of co-opeaation. 
Co-operative credit has been the main work of the Registrars 
and their stafi of official and non-official u'orkers. What 
is wanted is organization and yet more organization, dis- 
sociated from the credit side of the movement. 

It will, I think, be admitted from the brief sur^'c y of what has 
been achieved that it is in Bombay that agricultural societies 
for purposes other than credit have made most headway. 
It is significant that, in Bombay, the Registrar has an assist- 
ant who was formerly an officer of the Agricultural Depart- 
ment. Similar officers, and very many of them, are needed in 
all provinces to give agricultural trading societies the start 
they need. The men required are good all round agricultur- 
ists with a thorough knowledge of co-operation, who will act 
as guides^ philosophers and friends to the young societies, 
advise them where and how to get their seeds, manures, imple- ■ 
ments or cattle, and assist them in the disposal of their produce 
or live stock. There has been a tendency to think that agri- 
cultural trading societies are bound to flourish if the Agri- 
cultural and Co-operative Departments are in sufficiently 
close tqi^ch with each other. Close touch between them is 
very desirable and indeed essential, but it is not sufficient. 
The advice and assistance of |^e Agricultural Departnsent 
must alw'ays be at the disposal of the Co-operative Depart- 
ment. The grading of cotton at co-operative sales must, 
for example, be carried out for the present by members of 
the Agricultural Department, but the Co-operative Depart- 
ment on its agricultural trading side must have its own 
ei^rts as soon as posable and they must be the beat men 
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available. Later on, the aocieties should be able to afiord 
to pay for thesse themselves, but till then, as in the case of 
the Registrar and his ordinary staff, their salaries are a 
legitimate charge on State funds. The contention is that 
agncultural trading societies cannot be expected to thrive 
unless they are treated -as an entirely distinct branch of the 
co-operative movement. The ordinary staff of the Co-operative 
Department has its hands too full with credit societies to give 
them the attention they require. They must have their own 
whole-time organizers and experts and these must be allow'cd 
a freg hand and must not be bound down by rigid rules and 
restrictions. They must not be afraid of making experiments. 
It is as true in co-operation as in everything else that the man 
who never made a mistake never made anything. When 
societies get sufficiently numerous, the aim should be the 
establishment of wholesale societies in Bombay, Calcutta 
and Madras which will be in close touch with both whole- 
sale buyers and sellers to the benefit of their affiliated societies. 
It will grade the produce of those societies and place it in tJic 
best market. Amongst its other functions, it might issue 
a monthly bulletin of commercial intelligence giving the 
smaller societies the fullest information n'garding the slate 
of the markets, hints as to the way in which to make their 
produce acceptable to bu3’crs and particulars in regard to 
such matters as ginning and pressing charges. I» short, it 
.would tell them where to buy and where to sell. Until such 
time as wholesale societies are in a position to take over the 
work, such a bulletin might well be issued by the recently 
formed Central Co-operative Institute in Bombay. 

If it be thought that undue emphasis has been«laid on 
the part which State effort must play in extending the develop- 
ment of agricultural trading societies, it must be ^•emembered 
that the cultivating classes, whose interests arc under 
consideration, have been accustomed, in the past, to look almost 
entirely to the State for the initiation of new schemes for their 
benefit. Even in the changed conditions which may be an- 
ticipated in the near futiurc, any alteration in their atti 
tude can only come about gradually and the State cannot 
* U 
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yet divest itself of the duty of la3dng secure foundations. 
One of the most striking features of the war has been the 
way in which vigorous State initiative has taken agriculture 
out of its old rut in England, and the lesson is not without 
application to India. 



XII. 


CO-OPERATIVE STORES IN INDIA. 


The conditions under which this article is being written 
are such as to preclude any attempt to discuss the actual 
acliiovements of India in this particular form of co-operation. 
I therefore propose to confine myself to three fmidanuuital 
questions, of which the first two are preliminary to the third. 
They are : — 

(1) What is the true significance of the co-operative store? 

(2) Wliat are the necessary features n'quircd in order 

that the co-operative store may be co-operative 
in truth as well as in name ? 

(3) On wliat lines should co-operative, stores be. organised 

ill India, so as to realise true co-operative and 
commercial success ? 

I. — Thk Significance of the Co-operativic Store. 

There appears to be a widespread impression among 
co-operators in India, and among academic pt*ople more or less 
interested in co-operation all over the world, that the store is 
an' inferior form of co-operative effort, that it may ]>e more 
successful in its actual working than those productive societies 
which the Christian Socialists endeavoured to estabj|ish, but 
embraces a narrower and l(‘ss truly co-operative ideal ; that 
it develops more highly organised businesses tlian rural 
credit banks, but it lacks the elevating influenct? on character 
which these exert, lliis is a lamentable mistake. It is indeed 
remarkable that the British co-o}Xirative movement, which is 
based on the store, has been so little appreciat<‘d and so much 
misunderstood. The fault is not in tlie British Co-operator, 
but in ibe superior people who writf* almut him. 
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One root of this prejudice is to be found in the simplicity 
of the transations with which a British co-operative society 
begins its active life. As ^this is usually the purchase and 
retailing of a chest of tea, casual observers are apt to dismiss the 
whole thing as “ mere shopkeeping.” It was a feat of genius 
to perceive that by such mere shopkeeping, carried on in the 
pettiest manner, it was possible to enter upon the mighty task 
of " organising the powers of production, education and 
government.” This idea is so much beyond the grasp of the 
ordinary educated man that it is diihcult for him to realise, 
however clear the fact, that illiterate manual workers Jiave 
not only conceived it, but have gone a long way in realising it 
in practice. Hence, even to-day official publications call British 
Co-operative Societies ” distributive societies,” as though their 
bakeries, factories, corn-mills, workshops, farms, banks and 
housing estates wore unimportant incidents in the activities 
of the movement. The word that should be used, and that is 
used by co-operators, is “industrial.” 

A second root is, probably, the very success of the move- 
ment. Owing to the fact that most idealists are bunglers, 
people are apt to imagine that there cannot be an3d;hing 
idealistic in the principles of a movement that attains 
commercial success. At the annual Whitsuntide Co-operative 
Congress an orator will arise, and amidst the thrilled silence of a 
great gathving of delegates from all parts of the British Isles, 
with " fraternal delegates ” from the co-operators of foreign 
countries, will announce : " In the. past year our member- 
ship has grow'n from to 

our trade from .to £ our capital 

our profits ” and sits down amid a great outburst 

of appj|iuse. The literary man finds this sordid and 
interesting. But to those who have laboured and toiled in the 
movement it is poetry and romance. It means that during 
twelve months more of effort, co-operators Iiave made so much 
definite and measurable progress along the journey towards 
the city of their dreams, the state where all industry is for 
use and not for profit, v/here justice and mutual help supersede 
competitive self-seeking. It is the peculiar glory of the British 
co-operator that he has expressed this poetry and romance in 
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solid and • tangible forms, in buildings, machinery, plant uiul 
innumerable tons of marketable coramodiuos, in things tlwt 
can be valued and set down in audited b.ilaiico slu cis; but the 
very exceptional character of this achii'Vi im nt obscures the 
fact that it is poetry and romance that is thus expressed. 

Another special glory of British co-operation is a further 
source of lack of appreciation, the fact that it has sprung from 
the hearts and minds of the mass of the people. English and 
Scottish co-operators have had tlu' help of no leaders of the type 
of Sir Horace Plunkett in Ireland, Sir Frederick Nicholson in 
Indii, Raiffeisen or Sclmlze-Delitsch or Luzzatti or Grundtvig. 
True, they remember with gratitude the help and sympathy of 
the Christian Socialists, Maurice and Kingsley, Neale and 
Ludlow, but these mt'n were not leaders, for the movement 
did not follow in the path on which they would have led it, 
and it would have been a disaster if it had. 

British co-operation, which is based on the co-operative 
store, conducted on the principle.s which, .after some eighty 
years of effort and «‘xperiment, with some success and more 
failure, won* clearly expounded I y the Rochdale Pioneers, is 
distinguished from other forms of co-o]>(‘ration by the width 
of its ideal, and the thorough-going character of its principles. 
The essence of co-operation evcrywln re is tlie aim to substitute 
equal justice for the exploitation and oppression (d the weaker 
by the stronger. It does not ]weach the doctrine of lli4! religious 
enthusiasts of self-sacrifice, ft rv( ognises that ovi-ry man has 
a dutj’ to himself and his own dt pendents, but teaches that his 
duty to himself is not to get all that he can, but tuily what he is 
fairly entitled to. Hence true co-opi iators must resist injustice 
inflicted on themselves, abstain from injustice to others, and 
stand by others in resistance to inju.stici\ t o-operau\'f! society 
is a society for enabling its members to act on tin .se principles 
in some particular department or deparimi nts of life, not by 
any form of revolt or violence, but by ilie process of substituting 
a business organisation which will work justly for one that 
works inequitably. 

Since agriculture needs frequently more capital than the 
agriculturist commands, we have the village money-lender. 
He acts on the principle of getting all he can for himself and his 
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lainily. He is stronger commercially than the peasants* 
and oppresses them by excessive interest. One way of 
resistance (not co-operative) is for them to tear up liis 
documents, seize his money and drive him out of the village. 
Another way is to combine and form a bank wliich will supersede 
him, but which will not allow any individual to exploit the 
general need of capital. That is one form of co-operation, 
I he Co-opt^rativc Credit Bank. 

Since a complicated industry requires organisation, and 
an ordered linking together of the activities of various men, 
there is the need, in busin<;sses emploj’ing a imniber of workers, 
of a supreme head, to direct all the others, and hold the govern- 
ment in his own hands. Hence the employer. But tlie rela- 
tion between employer and workmt n is the relation of the 
stronger to the weaker, and employers are apt, unless checked, 
to demand loo much work and give too little pay. The bargain 
becomes inequitable in Bomba}' and elsewliere. One way 
of resistance (not co-operative) i.s for the workmen to strike. 
.Another way is for them to form an association for the purpose 
of carrying on the industry under an elected head. That is a 
sreond form of co operation, the Self-governing Work-shop or 
I’roduccrs’ Society. 

With regard to <a<'h of these there is a limitation with 
ifgard both to the scope of the* functions of the society, and 
with regard to membershij). Tlie credit bank is concerned 
witli the supply of cajntal to its members only, though certainly 
other co-operative work may be undertaken by the Soci< ty, or 
the membership of the credit society can be used as the 
nucleus for co-operali\e societies with broader objects.' 
I'Im mcmber.ship must be limited to a small area, and to those 
people t^thin that area wlio are known to be reliable. If we 
ri gard, not particular societies, but tin* whole co-operative 
ci'i'dit organisation of a country, it still serves only one 
class, that of independent producers, in oik; particular need, 
the need of capital. The utmost triumph of the co-operative 
( la dit bank movement would mean the elimination of pro- 
fiteering in one particular department of industrial life only. 

flic triumph of the self-governing worksliop idea would 
not even mean as much as that. It would mean that e.xploita- 
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tion of the workincn.in each particular business by tlic employer 
in that business would be eliminated, but it would still leave 
each business as a whole a profit-seeking organisation, likely 
to become a profiteering organisation if oj>porl unity offered. 
In fact, it is very doubtful whether the efforts in this direetitui, 
regarded by John Stuart Mill as the great hope of the laboturiug 
classes, would, if successful, have made industry any loss 
sordid, or industrial competition any h-ss cruel. 

Now, co-operative stores as thought of by nearly all Indian 
co-operators, are analogous to these oilier forms of t o-opt'ration, 
and particularly to credit banks. Just as the ryot needs 
capital in excess of what ho owns, the hou.sehokU'r in towns 
needs provisions in e.xcess of what he produces, if indi t d ho 
produces any. He needs the services of tlu' ba/,aai-man just 
as the ryot needs the services of the sou'Cttr. He is much less 
apt, as a rule, to be ill served liythe bazaar-man, but still he 
has reason to complain of adulteration, of time wasted in 
bargaining, of need for watchfulness jigainst living cheated 
in measure. Therefore 1 think this is the view of Indian 
c.o-operators- it is right and }>roper for urban house holders 
to combine in order to su|xrsede the bazaar-man, and to do 
for themselves and one another, on princijiles of efiuity and 
mutual help, what the bazaar-man at present iloes for tliem 
on the principle of squeezing out the maximum profit that the 
business will yield, and to form a co-ojxir.ativ(' •distributive 
society for this purpose ; but while legitimate cnougli, sut h 
cooperation is not in its nature less limited than oredit banking, 
nor in India likely to be of m arly as great practical inqiorlance 
or social value. And if co ojicrative store societies in India 
have no larger vision than this with regard to the ir purpose 
they will achieve very little. They may indeed lx; ^ corajilete 
failure. 

But this view of co-oix'rali'ar store s i - out of date. 
Though .still rampant in India, it was r« ally made obsolete in 
1844. And the nason of this lies in two fundamental facts of 
economic life, two facts which are so simple and obvious that 
they are apt to escape the notice of all except tlie select few 
thinkers who have realised that the simplest and most obvious 
facts of human life are those that most demand attention. 
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The first of these is that everybody requires food, and in a 
less degree, nearly everybody requires clothing and shelter. 
The co-operative organisation which is created lor sup- 
pl}dng food, clothing and shelter is therefore potentially 
universal. The needs on which it is based link all humanity 
together. And in all healthy societies lor this purpose there 
is the instinct lor growth towards universalism. True, for 
convenience of organisation .each particular society should 
restrict its dealings with its members within a certain area, 
but inside these limits it will desire to incorporate the whole 
population in its membersliip. It will further desire to extend 
its limits till it reaches the areas of neighbouring societies, and 
if stronger than they, to help and encourage them, and to link 
its«-lf w’ith them in a super-society, a national co-operative 
organisation. Thus we pass from the local society to national 
Wholesale Societies for each nation, and from these to the 
international organisation of co-operation, very simply achieved, 
by each national Wholesah' becoming a member of every 
other. In practice the scope of the movement is, of course, 
confined to those people who obtain their food, clothing and 
shelter 'by purchase, that is, to the people of the more advanced 
countries. Year by year India is becoming more ripe for 
co-operative stores. 

The second of the two fundamental facts to which I refer 
is that all q^ful industry, as distinct from foolish, criminal and 
parasitical pursuits, consists of adapting the gifts of nature to 
human use and benefit. The primitive waj' of e.xtinguislring 
a fire is to make a human chain stretching from the nearest 
pond or well to the burning house, each human link in the 
chain passing the full buckets of water to ihe ne.xt, so that they 
reach the^spot where they are needed in continual succession. 
So industry may be regarded as a comple.x of chains, each link 
being an industrial business, each business being concerned in 
passing on what it receives as its raw material, in the same 
or an altered form, to the next link, till finally the finished 
goods reach the place of need. If the goods never arc finished, 
or if, being finished, they never reach the person who can use 
them, or if, being finished, and ha\'ing reached the person 
for whom they are destined, they fail to serve his purpose, the 
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WOTk which has been spent on them is wasted. It is one of 
the curiosities of the pseudo-sciencc which called itself Political 
Economy in the first half of the nineteenth century that a 
Professor inaugurated liis course of lectures at University 
College, London, with the statement that the object of political 
Economy was to teach people to produce as much and con- 
sume as little as possible. A wonderful sort of economy this, 
which aims at Maximum Waste ! 

Tliere are two sorts of work, good work, which may indeed 
be called Art, which is produced by doing a thing as well as one 
carij and drudgery. Doing work well nu ans doing it in such a 
W’ay that the thing on which the work is spent shall serve its 
purpose well. This is what makes life worth while. If my 
occupation be that of giving lectures on Economics, and I 
make my lectures as true and lucid and useful to 
my hearers as I possibly can, I am an artist at my job, and I 
shall have the joy of an artist, and I shall at least appreciate 
my own lectures, whatever other {xople think of (hem. But 
if I merely aim at making them good enough, (hey become 
drudgerjg and probably will no( even bo good enough to be 
worth giving at all. The same (ruth holds if my occupation be 
trashing clothe s, or making pots, or producing anything else of 
use to humanity, the only difference being that in some sorts 
of production quantity has greater relative importance, and 
in other sorts quality. * 

Because all (he meaning and u.se of production is in con- 
sumption and in (he use of what is produced by the consumer, 
it follows that all right production has continually in view the 
needs, requirements and advantage of the consumer. There 
are various ways of securing such right jModiiction. The 
one on which the world at present chiefly relies is th* corap<'ti- 
tion among producers, each one of whom is supposed to be 
actuated by laziness and greed, to be desirous of giving the least 
possible service in return for the largest possible price, but to be 
restrained in acting on that desire by fear of his competitors. 
It is a scurvy system, it requires an army of inspectors and an 
elaborate code of Adulteration Acts and Food and Drug Acts 
to make it w'ork decently, and these would fail if the people 
w'ho w'ork under the system were not, on the average, better 



234 


INDIAN CXNOPBnATtVB STUDIBS 


than the system itself. Another method is that of the semi- 
monopolist producer, known to the consumer, who is supposed 
to care for his reputation and for the consumer’s good opinion, 
like the craftsman of an Indian village, or, at the opposite end 
of the scale, a firm of world-wide repute like Huntley and 
Palmer. Another method is State and Municipal collec- 
tivism. But the simplest of all is for the consumer to control 
production, and that is the Rochdale system of co-operation. 

We arc driven to consider carefully the merits of the 
last three of these; four systems because the tendency of the 
competitive system to break down is apparent in Europe^and 
America. An American view of the situation is that as industry 
passes from competition to monopoly, it necessarily falls 
under the control of millionaires, and the hope is that these 
will be Inspired Millionaires, who will find the satisfaction of 
their lives in producing the best possible goods under the best 
possible conditions of labour. This is the economic analogue 
of the political theory that the best possible government is that 
of the benevolent despot : and, indeed, if most Emperors were 
Akbars, and each Akbar succeeded by a son of no less 
merit than his father, there would be a strong case for that 
theory. On the other hand, there is only too much ground for 
the theory that, just as the rule of the Mughal Emperors ended 
in anarchy, so the ruh; of the millionaires would end in 
Bolshcvisnu To me it appears that the drift of economic 
evolution towards monopoly is carrying humanity into the 
p(Tilous passage between Scylla and Charybdis, and that the 
way of escape is by a purposeful striving towards as just and 
dmnocratic an industrial system as possible, which will make 
use of much more State and Municipal collectivism than at 
present, ^ut roly as far as possible on the freer and more 
.spontaneous forms of indu.strial organisation which the equitable 
and democratic Rochdale system of control of production by 
the consumers supplies. 

Tliis question, I admit, is more urgent for England than 
for India. For England, indeed, it is impossible to exaggerate 
the importance of the task of strengthening and developing 
co-operation to the utmost during the perilous period of collapse 
of a system of industrial organisation which was crumbling 
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before 1914, and lias hwn badly shattered since. But 
England’s probkins to-day are India's problems — with 
differences — of to-inorrow. 

Two vt^ry reasonal)le conclusions I tiiul dominant in the 
minds of Indian students of Economics. One' is tliat India 
must equip herself with the productive appliances of the West; 
tile other that India must avoid the ciipitalist system under 
which llio Western world has develo]n cl its productive elficioncy. 
Some students an' so impressed with the import iince of the 
first desideratum that they are prepared to sacrifice the sei ond, 
sonlfe r/cc irrm, whilt' others set'k sonn' means of combining 
tin' two. But how can ilio advantages of capitalisation be 
obtaineil and its (‘vils avoided ? 

The exampK' of tlu' Kochdalt^ pionei rs supplies a po.^sible 
answer. Into the details of that answer I have not space 
nor time nor sufficimi kuowhdge and ability to (‘liter. But 
a.s an illustration 1 will take the a]>plicatiou of Rochdah! 
princii>lis to one ])arti<'ular industry, that of cotton 
manufacture. They iiroscrilu! tliat tlu‘ pioph; wlio wtar tin? 
cloth should eonirol the produciion. Tla‘ peoph? in towns 
should lu’long to tlu ir urlKin (ooju rativc' societies, ilie people 
in thf‘ vilJa^i S might usi- their credit society organisation for 
tin? purpose of (h n rmining tlieir reijuirements and sending tlunr 
orders to tlu* nt arest urban society. These again should be 
linked togetlu r in Wlioh sale Socieiiis, one foreaclt Presideiu y 
possibly, or on«> for eacli important language ana, but all 
affiliated togeilu r, a.nd these should own and work the mills 
with tlur lu liJ of i*aid ex)M rt inanagrr.^, and recognising their 
responsibilities to tlie mill hands, wlu» slioiild both share, iis 
co-operators, in the managemciu <>l the Wliohsah^ Societies 
themselves, and as emi)love(‘S ]ia\i their own orpiiiisatioii, 
entitled to approach directly on matters affecting tiu-ir intensls 
(1) the mill managers. (2) the Wholesale Ihiaro ' of Directors 
(3) tlie periodic meetings of de legates of the primary societies 
TlK*n in the matter of tiu' i)urehase of raw cotton tlie co-opera- 
tive organisation of consumers would mrct the co-opcrativ(r 
organisation of cotton-growers, built upon the basis of the rural 
credit society, just as the English Co-operative Wholesale 
Society enters into direct relations with the Danish co-operative 
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organisations of egg and bacon producers and the Irish associa- 
tion of butter jfroducers. 

I do not know how far such a conception as this will be 
attractive to Indians. It has to be remembered that a bad 
s}rstcm worked by good men will give better results than a good 
system worked by bad men. Nevertheless the difference be- 
tween a'good system and a bad one is import ant, and having had 
fair opportunities in my life-time of observing pretty closely 
(1) small competitive businesses, (2) big semi-monopolist busin- 
esses, (3) State and municipal administration, and (4) co-opera- 
tion, I have a definite opinion with regard to their respective 
merits as systcm.s, and 1 hold that, on the whole, it is the 
co-operative system of industry which is best calculated to 
produce good work and make good men. 

To use an old simile, those Indian co-oi>erators who com- 
bine to secure for themselves pure gingelly oil, if they persist in 
the path of co-operation, may be like Saul who set out to find 
his father’s asses, and obtained a kingdom. 

II. — True Co-operation in a Store Society. 

What has been said above sufficiently indicates the essen- 
tial character of a society which is truly co-operative. There 
are only two essentials. They are — 

(1) The society must be comprehensive in spirit, not 
exclusive. 

(2) It mtst bo a consumers’ society, managed by consumers 
for consumers. The consumers must take the responsibility, 
must stand the risks, must be a real and effective governing 
body, actually controlling the paid servants who do the execu- 
tive work, and the profits must go to them. 

When I say the society must be comprehensive in spirit, 
that does pot necessarily mean that it must have no rules res- 
tricting membership. A geographical boundary is unobjection- 
able in principle if it provides that people living on one side 
of the boundary are eligible for membership of one society, 
and those living on the other side eligible for another. So also 
special societies may be properly formed in connection with a 
particular firm with membership restricted to the employees 
of that firm and the members of their families. In India, one 
regrets restrictive rules based on caste, but it is not necessarily 
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contrary to co-operative principle that in a particular city 
there should be one society for castemen, and one for 
Panchamas. What, however, is essential is that entrance into 
the Society shall be free to all, except known bad characters, 
within the linaits arranged by such rules, if for special 
reasons these limits be imposed. All eligible persons must 
be welcomed into the stores as purchasers, all purchasers 
welcomed as fellow-members. The rule that is, I believe, quite 
common, requiring that a five-rupee share shall be taken up 
before a pie’s worth of salt or grain is sold to a prospective 
meqther, is a bad blunder, even if it be modified -by 
allowing the share to be taken up in instalments. If 
the society has not got enough of the spirit of broad 
charity and desire for brotherhood to be willing to admit 
the man who cannot pay five rupcc-s for a share, it has 
not enough of that spirit to link together the members in a 
real unity, and to make the society live and prosper ; therefori; 
the rule is bad in essence. It is equally bad in policy, because 
the larger the trade the greater the advantages the society 
affords, and every casual purchas(*r may become a habitual 
purchaser, and a habitual purchaser easilj’ becomes a member, 
and each new member is a source of strength. But it is chiefly 
bad because it demoralises the society as soon as it is well 
established and prosperous. When that stage is reached the 
rule is evaded, and evasion cannot be prevented, members 
buy for non-members, the honesty and openness of the business 
disappears, a general impression is made on non-members, 
which remains in their minds after they become members, that 
the rules on paper arc one thing, and the rules as observed 
another, and an attitude of scepticism witli regard to the public 
announcements of the society and of suspicion with/egard to 
its management is encouraged. A rule forbidding sales to 
people who are not eligible for membership may, in certain 
cases, be necessary. It is, for example, a proper rule in a 
society attached to a particular firm. But Registrars ought 
to be required to refuse registration to societies which forbid 
sales to non-members. 

As a rule the best societies are those which make no limita- 
tion or restriction of either membership or trade. 
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I now come to the even more vital matter— the soeie^ 
must be a consumers’ society. And first let me consider what: 
this involves with regard to thc^ relations between the society 
and Government. 

I desire to suggest the idea that the relation of 
Government to store societies should be determined on 
principles rather different from those that determine its 
present relation to credit societies. Co-operative banking 
is a good thing, and Government banking is also a good thing. 
In fact there are few economic activities which are more suitable 
for governmental management than are many departments of 
banking. In these the most important thing is never to do 
wrong, to have definite rules and never deviate from them, and 
this is just what Govcrnmpnt can do better than any non- 
governmental organisation. Not only arc Government banking 
and co-operative banking both good things, in addition, inter- 
mediate types of semi-go\'ernmental and semi-co-operative 
banking systems may be good if the two elements are blended 
judiciously. This is what we have in India. Sir Frederick 
Nicholson would, by preference, have recommended, and the 
Government of India have adopted a purely co-operative 
system, had such been possible. Actually what has been estab- 
lished has been created by Government initiative, it is kept 
in order by Government audit, it is really financed by Govern- 
ment creditfbecausc its funds come from people who, as a rule, 
would not tnxst their money to the banks unless they knew the 
Government was behind them. On the other hand, these banks 
are called co-operative, and they arc worked mainly by the 
co-operators themselves, and the policy of Government in rela- 
tion to them is guided by the hope that they will gradually be- 
come moot and more co-operative, and the hope is not unreas- 
onable. 

But with stores the position is modified by the fact that 
retail trade is about the last form of industry for Government to 
undertake, though Government may be compelled to interfere 
with it as with other forms of industry, to protect consumers 
against fraud, and employees against sweating. Even such 
interference as this should be unnecessary in the case of co- 
operative stores. The first essential duty of Government with 
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regard to these is to prevent any business or company from 
calling itself co-operative, and from enjoying the privileges 
which the law confers upon co-operative societies, unless it is 
really co-operative. This is necessary for the protection of the 
public, for the interests of the Government itself, and, most 
of all, to give true co-operation a chance, safeguarding it 
from the discredit which might be cast upon it by confusion 
\vith false co-operation. 

Hence every Registrar's office sliould be able to command 
the services of some one who understands the British 
system, for the purpose of advising on the sanction 
of rules of store societies. Not only must the rules be 
co-operative, there must also be a means of seeing that the 
rules are oteerved. But I do not think that compulsory 
Government audit as a preliminary to the distribution 
of profits is either necessary or desirable. Reliable audit 
is necessary, so also is prompt audit. If the services of 
a Government auditor arc available when wanted at a 
moderate fee, it is of course wise for the .society to seek 
that advantage. But if making use of the Government 
auditor means delay in nuking up the accounts and in 
declaring the dividend, it is better that the Society should 
arrange its own audit. But the members should understand 
that it is their business, and not that of the Government, to 
achieve success ; and if instead they achieve bankruptcy, that 
is a nutter in which they have no right to consider that 
Government has any more concern than in the bankruptcy 
of any trader in the bazaar. And the reason of this 
is that it is impossible for governmental inspection to 
cause a co-operative store to be properly managed. Proper 
management consists, not so much in avoiding irregularities, 
as in seizing opportunities. The whole attitude of mind that 
comes from working under Government inspection Is dangerous 
to the promptness and independent judgment which commer- 
cial business requires. And it b most dangerous that the 
members should get any encouragement to think that the 
Registrar can protect the Society from the results of 
mismanagement and faction if they allow these to take 
hold. 
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In a word, the society mnst be nm by the consomers and 
not by Government, by the consumers entirely, and not p«ully 
by Government and partly by the consumers. In the early 
stages of development governmental advice, if really expert, 
would be useful. Governmental control should be reduced far 
below what is at present considered in India the irreducible 
minimum. The broad principle is that eversrthing Govern- 
ment can do to help co-operators is serviceable, provided it is 
so done as to make the co-operators do more themselves. 

Secondly, the society must be run by the consumers, and 
not by a body of shareholders who are in any way other tha%the 
consumers. The society that ceases to conform to this condi- 
tion passes out of the class of co-operative societies into that 
of joint stock profit-making companies. That is so obvious 
that there is no need to enlarge upon it, and, I presume, the 
anxiety of at least one provincial Government, not merely 
to allow, but actually to compel societies to refuse to sell goodb 
to non-^areholders arises from this recognition of this fact. 
We have seen above that such a rule is futile with respect 
to its object, and disastrous in other respects. But there' is no 
need to exercise any ingenuity or research in order to find 
out how to attain the same object by effective and innocuous 
means, as the discovery was made once for all in the pre- 
Rochdale experimental days of British co-operation. The 
method isnv 

(1) Any person who comes to the store to buy is served. 

(2) His attention is drawn to the fact that the store is not 

an ordinary shop by the working of the system, what- 
ever it may be, of recording the amount of the 
purchase. 

(8) Edery facility is put in the way of his becoming a 
member if he chooses to do so. 

(4) As a purchasing non-member he gets half the dividend 

on purchases that members get. 

(5) Shares are withdrawable, so that the member who ceases 

to be a purchaser will naturally in the ordinary case 
withdraw his capital, and cease to be a nominal 
member. 
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(8) Interest on share capital is kept down to the lowest 
possible rate. 

It might, in fact, be said that the ordinar;^ British co- 
operative store has, like the Raiffeisen credit banks, no share 
capital at all, but only deposits ; for the moneys paid in by 
members, which they hav'e the right to withdraw at moderately 
short notice, and which they usually can withdraw at a 
moment’s notice if they choose, are perhaps properly called 
■' deposits ” and not " shares,” 

Doubts have been expressed on the question whether it is 
possible in India to w'ork Store Societies on these linos ; and 
very positive opinions have been expressed to the effect that 
the society must be based on transferable, but not 
withdrawable shares. These opinions may be based on 
experience, but so far as my knowledge extends they are 
guess work and a priori reasoning, for the only society I know 
that has tested the question is the Triplicane Urban Co-opera- 
tive Society of Madras, and whatever other defects that society 
exhibits, the withdrawable share system works perfectly well. 
The mere fact that members can withdraw their shares whenever 
they choose to do so, both encourages them to take up shares 
and to leave their money in the society till they actually want 
it. And it is remarkable that the Triplicane Society, which 
allows only 3| per cent, interest on these withdrawable shares, 
is not short of capital. It, in fact, shows the tendtney, which 
is also so noticeable in British co-operative societies, for capital 
to grow more rapidly than membership or trade, so that there 
is surplus capital available for lending to members. 

A certain nucleus of transferable share capital, provided 
the rate of interest on it is severely limited, and provided no 
purchaser is required to take up more than a mcrelja nominal 
holding in transferable shares, is not, however, in my opinion, 
a fatal defect. It is least likely to be injurious at the start of the 
society, and that is also the time when the solidity afforded by 
non-withdraw’able shares is likely to be useful. Later on, the 
accumulated assets of the society, particularly that most 
important asset left out from the balance-sheet, its ” goodwill ” 
and prestige, and its reserve funds, will give it all the solidity it 
requires. Hence, I think it would be quite a good rule for a 
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n«w society, if the local authority insists on non-withdrawable 
shares, that the first Rs. 10,000 or so of capital ^ould be issnedr 
in transferable shares, and all future issues in withdrawable 
shares, provided only that it is stipulated that the holder of a 
withdrawable ^are shall have in all respects the same rights — 
one man, one vote — as the holder of transferable shares, with 
this possible exception, that the rate of interest on transferable 
shares might be fixed somewhat higher to compensate for the 
disadvantage of being non-withdrawablc. 

It is obvious, in order that the society be a consumers’ 
society, that the profits must go to the purchaser^ as 
purchasers ; and experience has proved that it must go to 
them in the form of a dividend on purchases. The idea that 
it should go to them in the form of lower prices than those 
of competing private traders is attractive to many beginners 
in co-operation, but having been tried repeatedly is found 
not to work well in practice. I have pointed out above 
that no share of profits should go to the shareholders 
as suppliers of capital. The definite rate of interest, fixed as low 
as possible, that has been agreed upon, must be paid. That is a 
necessary cost, and must be treated as such. Similarly, also, 
when the society has developed to a certain size the time and 
labour required from the Board of Directors or Managing Com- 
mittee will be more than what it can rightly expect from the 
voluntary gerviccs of unpaid men, and some payment should 
be made, if only to indicate that the society expects every 
director to attend every meeting of the Board if he possibly 
can, and will speedily substitute someone else in the place of 
one who is slack in attendance. Tliat also is a necessary cost, 
and must be treated as such before the balance of profit is 
struck. There remains the question, what provision should be 
made fof reserve ? 

The Co-operative Societies Act requires, of store societies 
equally with credit societies, that one-fourth of the profits 
must be assigned to the reserve fund. Actually, in the inter- 
pretation of this clause, more than one fourth is so assigned, as 
the two items of cost above mentioned, interest on capital and 
remuneration of directors, are not treated as costs, but regarded 
as items in the division of profits. The consequence is that 
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' po store society isaUowed to distribute as much as it might in 
j^e proper way as dividend on purchases. Yet it is of the 
.very essence of co-operation that the profits should be so distri- 
buted. It is, indeed, this distribution which eliminates profi- 
teering, because the margin between retail price on the one hand, 
and cost price plus costs of handling and distribution on the 
other, is returned to the source from which it came, the pocket 
of the purchaser. 

A store society should have a reserve fund, l ut it should 
be neither too large nor too small. In order to see wliat are 
the proper dimensions of the reserve, we must consider for 
‘what purpose it is needed. 

The moneys received by the society in the forms of share 
capital, deposits or loans, constitute liabilities. The money 
itself is an equal asset, and the society turns it into other 
assets, in the form of stock, premises, etc. By the purchases 
made from it by members it is continually turning portions of 
these assets b<ack again into the form of money, and in this 
way its assets are increased, so that at the end of the period 
of audit it is normally found that there is a disposable surplus. 
But other assets, e.g., the land and buildings, if own(>d by the 
society, are not so realised in the ordinary course of affairs; 
they will naturally be valued, at first, in the balance sheet, at 
cost, and there is no certainty that if for any reason the society 
were compelled to part with them that it could sell them at as 
much as they cost. Hence all assets, other than stock in trade, 
should be depreciated by degrees in the books of the society, 
till the nominal value is no more than the society would be 
pretty sure to realise in the case of sale. Stock in trade itself, if 
not speedily disposed of, should be depreciated immediately to 
a value no higher than that it will actually fetch when^ld off. 
After this depreciation lus been fully made there is no need 
of any reserve fund. The realisable value of the ass -ts is greater 
than the liabilities, and if the society is suddenly wound up 
everybody who has claims on the society can get his sixteen 
in the rupee, which is all he is entitled to. The use of the 
reserve fund is, therefore, (I) to cover the transitional time 
during which the permanent assets are being written down from 
cost price to emergency selling price, (2) to cover the possibility 
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of a short period of bad trade during which profits might 
become a negative quantity, (3) to cover the possibility of a 
sudden slump in the values of the articles dealt in, which would 
cause them to be sold at near or less than cost price. 

The magnitude of the reserve fund should, therefore, be 
proportioned to the magnitude of the capital employed and 
the total liabilities, and there is no connection between the 
amount of the profits and the amount which should be 
set aside to reserve, except that good years should pay more into 
reserve than bad ones. The rule in the Act is patently absurd. 
A fairly prosperous and well managed society, when co-(^ra- 
tive store societies are a little older in India, might on a capital 
of Rs. 100,000 have an annual turn-over of Rs. 800,000, and 
make a profit of two annas in the rupee, or Rs. 100,000 per 
annum. Under the Act it would have to set aside Rs. 25,000 
annually, so that in one decade the reserve fund would be 
swollen by an addition of two and a half times the total amount 
of capital it requires. No means of permeating a society with 
the dry rot of carelessness and indifference could be more 
effective. If a proper system of depreciation is observed a 
reserve of about ten per cent, of the capital employed should 
be sufficient. A considerably larger reserve is permissible, 
but when it passes fifty per cent, of the capital it becomes 
excessive. 

Ther# is an interesting nile in the Triplicane Society, 
that after reserve and interest on capital are provided for, 
one-third of the remainder of the disposable surplus must be 
assigned to a common-good fund. It is a good thing that 
a society should subscribe to public objects, but so large a 
donation is excessive, and it would be better that this choice 
should J>e made for each subscription by the members in 
general meeting, rather than imposed on the Society by the 
dead-hand of a by-law. Voting on such questions makes 
members realise that the society is theirs, and the 
responsibility for its decisions rests on them. Benevolence 
is an excellent virtue, but compulsory benevolence, is not 
elevating to the body of men on whom it is imposed. 

The present law on the subject, limiting the allotment 
to tliis purpose to ten per cent, of what remains of the profit 



COOPERATIVE STORES IN INDIA 


245 


after the reserve has had its full pound of Hosh, is very 
reasonable, and much good work may in future be done witii 
the funds so built up. The best ways of utilising common 
good funds is a subject worthy of spi'cial study. 

Again, this fundamental requirement that the society 
should be managed by the consumers, and by nobody else, 
has its positive as well as its negative side. It must be managed 
by them, and not be allowed to drift. It is a wry bad sign 
when a special meeting of members is called tt) deal with 
important issues and adjourns for want of a (iiu»rum, such 
quortim being under 1 pt'r cent, of the membership. An Indian 
co-operative society is, in tlie very nature of things, more liable 
to sudt slackness and indifference than it,s British congener, 
because in a British society the women play tlu'ir part, and 
indeed, the women rather than the men constitute the life and 
strength of the society. A nation that secludes its women or 
restricts their activities handicaps itself as much as a man 
would who entered into a fight with one arm tii d behind his back. 
Indian social institutions may — probably will — be modified in 
course of time, but for our purpose we must take tlunn as fixed. 
All the greater is the necessity for making members’ meetings 
interesting to members. Indian societies catinot afford to dis- 
pense with means to this end similar in aim to those i-mployed 
in Britain but varied to suit the local environment. Those arc — 

(1) Periodical raeetijigs of a recreational charaAer — songs, 

instrumental music, and a short address — are held. 

(2) Conferences are held on questions interesting to members. 

If these be of a semi-political character, care is taken 

to secure representation of both sides. 

(3) Popular educational lectures are given, for instance 

lantern lectures on foreign countries. • 

(4) Libraries containing both fiction and serious economic 

and sociological reading arc maintained. 

(5) Children’s parties are given, and in various other ways 

the children of members ar(' catered for. 

The above may be regarded as side shows, the following 
are of the essence of management : — 

(6) According as profits are declared every half-year or 

every quarter, at the end of the half-year or quarter 
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stock is promptly taken, the auditors are brought in, 
the accounts arc made up and printed in all the detail 
that members can conceivably require to understand 
the working of the society ; and in the shortest possible 
time, usually within about three weeks of the end of 
the half-year or quarter, the members’ meeting takes 
place. 

(7) What disposable surplus there is, and this is usually 
considerable, is dealt with by the members as they 
choose, though the managing committee makes its 
recommendations. The members make their* con- 
tributions to local charities or public causes, and then 
vote themselves the remainder as dividend on 
purchases. 

The precise means of arousing and maintaining the interest 
of members in their society which are likely to be effective 
vary from place to place. There is a difference in this respect 
between England and Soctland, and no doubt, a still greater 
difference between India and either. But it is equally neces- 
sary in any country for the society to consider the psychology 
of its members carefully, and discover and use the methods 
which will be effective. 

These two essential characteristics, that the society should 
be comprehensive in spirit, and that it should be in all respects 
the society of the consumers, exhaust the list. It is a mistake 
lo suppose that a third characteristic, sales for cash only, 
must be added. Nevertheless a society should be careful how 
it embarks on credit sales. There is no objection to them in 
principle, but there may be serious objections in practice. One 
first essential, that the society bo comprehensive in spirit, 
not onls^emands free admission, with no favouritism, into the 
ranks of membership, it also demands equal privileges for all 
members. Hence if credit be given at all, it must be given on 
equitable conditions, to all members equally who ask for it 
and conform to the conditions ; to give credit to some members 
and not to others, and to leave the choice of members so 
privileged to the directors, is to expose the directors to the 
suspicion of favouring their own friends and relatives at the 
expense of the general body. On the other hand, to give credit 
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freely to all members requires capital, and very likely more 
capital than the society can afford to use in that way. But on 
the other hand, we have to take into account the fact that 
probably the majority of members receive their pay monthly, 
and therefore the society should gi\e them their accounts 
monthly. No society can claim to bo well mauag<;d that fails 
to meet its members' convenience wheret'er possible. 

An excellent rule has been devised by some Madras 
societies for which they have asked for sanction,* to avoid 
givjtg credit, and yet provide for monthly accounts, 'i'ho 
member makes a deposit in ad\ ance, either out of his savings 
or by specially raising a loan for the purj)ose in e.xcess of the 
amount of monthly purchases which he exi)ects to make, llis 
purchases are debited against this deposit and he is expected 
to adjust the account and rc.store his deposit to the original 
amount early in the following month. If he fails to do so, 
and his deposit is wiped out by his purchas<'S, his subsequent 
purchases must be for cash only. Other conditions and precau- 
tions are laid down, but I need not mention these as 1 
consider them unnecessary. 

III. — The Organisation of Co-operative Stores in India. 

I come now to the third division ot my subject. What 
has been said already covers a good d«;al of the ground. It is 
necessary that ofikial and tion-ofhcial co-operators should 
understand both the place of store societies in the*co-oixTative 
movement, and the. qualities such .societies should possess. 
For this it is necessary that such knowledge should l)e, pres( n1. 
and accessible somewhere in India, and tlie simplest way of 
securing this would be that each provincial GovernnieiU 
should have one man in the department of th«; Registrar of 
Co-operative Societies who lia.s specially and adeqiiatfly stmlied 
the Rochdale system. Some ann ndments in the Act fur the 
special benefit of industrial societies are requiivd, and model 
by-laws should be very carefully revised. Then a fair 
opportunity would be afforded for the non-official r-.o-operator 
to do his part, encouraged by the knowdedge that expert advice 
in the initial stages and in difficulties is available, and stimulated 


♦ Since this was wi itlen tlie sant.tion rclerretl to has been grantcrl. 
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by the knowledge that success or failure would depend upon 
the members of the society themselves. 

The question may be asked : “ Would the non-official 
co-operators come forward ? ” And this provokes the retort 
" Why not ? Experience indicates two classes of societies 
that, under existing conditions, can easily be established in 
large numbers with good hopes of success. 

One is the town or city society, with a nucleus of men in 
Government service or other stable employment whose primary 
motive in becoming co-operators would be the desire for honest 
trading, for unadulterated ghi and gingelly oil, for ftxed 
prices and full measure whether it is a man or a child'^who 
goes to fetch the goods. But starting from such a nucleus 
such societies would naturally develop, if well managed, both 
in range of membership and in range of activities. Just as 
Sir Frederick Nicholson summed up his advice on the deve- 
lopment of rural credit societies in the words " Find Raiffeisen,” 
so we can say that the problem for industrial co-operation in 
India is to find the Indian Rochdale Pioneers. Once a 
brilliantly successful society is firmly established, the way 
will be easy for scores more. Now the Triplicane Urban 
Co-operative Society nearly achieved this. Its start and early 
progress were magnificent, and had this early success been * 
continued, the T.U.C.S. might now be the recognised model 
of an ind^jstrial society for all India. Nor need we yet 
despair of this. It is not at all unlikely that the society 
will now make a fresh start, revive its enthusiasm, and 
triumphantly overcome its difficulties. 

One change that would greatly facilitate the success of 
societies of this type would be the removal of all obstacles in 
the way of Government servants devoting their leisure to the 
work of ftie societies. 

The second type of society which we may easily see created 
in large numbers is what I may call the Works Society — a 
society formed in connection with some large factory or set of 
workshops, employing hundreds or thousands of labourers 
liable to be plundered under existing conditions by the trader 
of the bazaar. For such workpeople the custom of monthly 
payments prevails, and very frequently the w'orkman has to 
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wait till a month is well advanced before he gets even the pay 
due to him for the preceding month. In Madras one employer 
is said to have endeavoured to alter this system by substituting 
weekly payments paid promptly at the end of tlu' week, but this 
only provoked a strike. Biina Sahibs were j>aid monthly, 
and the emploj'ecs had always also been j)aid monthly, to pay 
them weekly was to approximate their treatment to that given 
to low-caste coolies, who are paid by the day. -Xs therefore the 
employer is alwaj's owing anything between two or three and 
six or seven weeks’ wag»‘ to <'ach employee, and the employees 
hatfe, in effect, to lend to him to this extent, they are inevitably 
bound to get credit from the trader to a similar amount. Thus, 
for example, I once asked the manager of a famous cotton 
mill what proportion of the workimm wen' in debt, and he 
answered “Every man jack of them. ” Whi'ii the month’s 
wage is received it is taken to the shop-keeper, who knows how 
to keep accounts while the workman does not, and the results 
can be guessed at. With regard to one set of workmen in 
Madras, it has been calculated that tliey i^ay on the average 
prices 50 per cent, higher than a fair retail price for their food 
and other regular purchases. Obviously tliere is here a tine 
field for a very useful form of co-oi>eration, if the employers 
will take trouble to promote it, and if arran.gemonts are made 
for the society to give credit to the members on the security 
of the wages which the employer owes them* Of course 
societies of this type could hardly at the commencement hi' 
true co-operative societies. They would be something 
intermediate in nature between co-oi^eration and truck. But 
this is no objection. Co-operation is good, and truck, if 
actuated by honest motives, is also goorl, and the two can be. 
made to blend harmoniously. Tl)e trading organis^ion would 
be called co-operative, and though it would in the early stages 
be dependent for its chances of success on the active assistance 
of the employer, this would always be given with the hope that 
by degrees the society would become self-governing and co- 
operative in rcality—closcly following the analogy of the 
Indian credit banking system. 

There yet remains a third possible way of growth of co- 
operative trading in India, namely, co-operative trading as an 
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easy development from the village credit bank. Mr. F. R. 
Hemingway, Registrar of Co-operative Credit Societies for 
Madras, has great hopes in this direction. I believe his view 
is that in the favourable localities, those namely where a co- 
operative spirit has been elicited by a \allage bank, this 
spirit will demand other means of expression, one being co- 
operative purchase of cloth, kerosene, salt, etc., and that every 
possible encouragement should be given to this as to other 
such normal growth of co-operation. He holds, further, that 
it is probably better for the existing society to expand in this 
direction, rather than for separate societies for sale and purchase 
to be formed. Closely allied with this question is that of 
co-operative organi.sation of wholesale trade, and the relation 
between the co-operative trading activities of credit societies, 
and the urban societies already existing which were created 
mainly for trading. The nature of the issues which have thus 
been raised may, perhaps, be best understood by means of a 
hypothetical solution. We can imagine a future historian of 
Co-operation in Madras writing as follows : — 

“ -The first memorable date in the co-operative history of 
Madras is 1850, in which year the type of co-operative bank 
of which the Mylapore Permanent Fund is the most famous 
cx'ample, was devised by Madras Brahmins, working upon 
the basis of the kuri or chit-fund, which is of immemorial 
antiquity irf South India. The second is 1904, the year of the 
establishment of the Triplicane Urban Co-operative Society 
and the first Co-operative Societies Act. The third is 1919. 
Hindrances to trade and manufacture arising from the great 
war had in 1918 created a famine in cloth, and the high prices 
produced by shortage of supply had been aggravated by reckless 
speculation and shameless profiteering. The partial failure of 
the monsoon in the same year had a similar effect on the trade 
in grain. The idea of the possibility of some better arrangement 
than that of leaving the common necessities of the bulk of the 
people to be exploited by greedy traders took a firm hold on 
men's minds. The handloom weavers, who still remained a 
numerous and important class throughout the Presidency, 
had their own difficulties and problems, for which they were 
seeking a co-operative solution. 
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" In these circumstances a general meeting of the members 
of the Triplicane Urltan Co-operative Society was held in the 
month of April. The attendance was remarkably and dis- 
appointingly small, but it was sufficient, and the resolve was 
made that the society should undertake the co ojrerativc 
wholesale trade for a population of well over forty millions. 
At that time the annual trade of the Society merely amounted 
to six lakhs of rupees, and this was purely retail trade. Ewn 
the favourable opportunity which had lieen offered of developing 
an oil-pressing industry had been thrown away. But the 
Sdtiety was fortunate in securing the services of a man of great 
industry and ability and unquestionable honour, as Secretary. 
The whole of the staff of the Registrar’s department took 
great interest in the new departure, and speedily the practice 
became common among the pnnehayats of the credit societies of 
the Presidency to summon annual mi etings of the members 
in order to make out a list of the village requirements in cloth 
to be forwarded to (h<‘ Wholesale Department of tJie T. U. C. S., 
and straightway take up the payment in instalments. But 
this again reacted on Uiese socii tiis, wliich l)erann! much more 
important and interesting in the eyes of tJie villagers. Tlie 
membership of the credit societies increast d with phenom<>n.al 
rapidity, and, what was better still, the disposition of members 
to use them as saeings banks, as ^ecll as mere sources for 
getting loans, also grew. 

"It soon became desirable, and even Jiocessary, to organise; 
a Wholesale Society separate and distinct from the Triplicane 
Society, as the mofussil societies were naturally desirous of 
sharing in the managememt of wliat was a common concern 
of theirs and were prepared to subscrilie capital. In 19 the 
foundations of the present vast buildings of the Mafclras C.W.S. 
were laid, with excellent harbour and rail communications, 
and in the same year reciprocal membership wiui tlic English 
and Scotch Wholesales was arranged. A decade later the 
wealthy, intelligent and progressive provinces of India beghn 
to follow the lead of the benighted Presidency, in this, as in 

other matters. , , , . , 

“ The Itrst beginnings of co-operative wholesale trade wcie. 
welcomed with special enthusiasm by the co-operative societies 
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in such weaving centres as Berhampore, Conjiveram, Madura 
and Kumbakonam. These credit societies were able to free the 
weavers from their indebtedness to local traders, which had 
practically bound down each weaver into servitude to the 
particular trader who had given him yarn on credit, but the trade 
showed signs of forming local rings whereby the bargaining 
between weaver and trader was again brought under the unfair 
condition of competition on one side only. The Co-operative 
Wholesale was brought into play by the store societies 
of the weaving cities, first as a supplier of yarns and dyes, and 
later as a means of marketing the saris and other goods, whfcli 
the improved handlooms were turning out in ever-increasing 
quantities. 

“ The last triumph was achieved when the European 
co-operative societies, which had sprung up in consequence of 
the refusal of the Government to permit V.P.P. between 
England and India, asked for and obtained affiliation to the 
Madras Wholesale Society, and the day of cent, per cent, profit 
on imported goods set for ever.'* 

Having stated the issue in this hypothetical form, I do not 
propose to discuss it. I do not think it worth wliile to enter 
upon an a priori examination of such questions as whether a 
wholesale society for Madras can be formed with a fair promise 
of success, whether it should be from the beginning distinct and 
separate from any existing society, or whether rural credit 
societies can advisedly enter upon trading transactions* because 
I consider that nothing but actual experiment can solve these 
questions. But I am prepared to express my personal opinion 
that experiments should be made, and that they should be 
conducted with courage and caution ; and the most elementary 
caution which should be observed (so often neglected in India) 
is " Do not spoil the ship for a hap'orth of tar It is worth 
while to lavish pains on a single effort on a small scale, if the 
effort when successful is likely to blaze the trail for many 
subsequent enteiprises. 


Gilbert Slater. 



XIII. 


A POLICY OF DCVCLOPMCNT. 


In his remarkablo victory speech to the Houses of Parlia* 
ment and the Empire, tlie King spake thus : — 

" Now that the clouds of war are being swept from the sky, 
new tasks arise be foie us. \Vc see more clearly some 
duties that have been neglected, some weaknesses 
that may retard our onward march.” 

These words of the King apply more appro])riately to India 
than to any other part of the Empire ; for here, the neglected 
duty, the failure to provide that first essential of progress, 
a banking system for the people, inori.' than any other cause 
has brought their onward march to a standstill. That four- 
fifths of the British Empire should, in the year 1920. be outside 
the reach of modern finance, is an astoimding fact^which reflects 
no credit on the British Administration, nor on the Houses 
of Parli&mcnt, which are ultimately responsible for the welfare 

of India's millions. ^ 

Progress of a kind then! has been, but how have the 
people” progressed ? Railways have stretched out in all 
directions ; have the lives of the peo]>h- stnjtched out ? Jute 
mills and their dividends have expanded ; havc*the lives of 
the workers kept pace ? Bombay is a thriving city ; do the 

people thrive in the chawls • > 

And what of the rural population Doi's it march onward, 
or stagnate? ‘The Maclagan Committee answer the question 
in these words : — 

” The chief objcrt'*of co-operation in India was to deal 
with the stagnation of the lower classes, more 
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especially of the agriculturists who constitute the 
bulk of the population It was found in many parts 
of India, as in most European countries, that in spite 
of the rapid growth oi commerce and improvements 
in communications, the economic condition of the pea- 
sants had not been progressing as it should have done, 
that indebtedness instead of decreasing had tended 
to increase, that usury was still rampant, that 
agricultural methods had not improved, and that the 
old unsatisfactory features of a backward rurr>l 
economy seemed destined persistently to remain. 

This is a serious indictment of a hundred years of British 
rule, but unfortunately it is true, and my o\vn personal know- 
ledge and observation confirm it. Six or seven months ago 
a missionary friend in the Deccan wTote me to say that there 
influenza was proving a greater scourge than the plague, and 
that of ten couples married by him earlier in the year, only 
two remained complete. With his small staff he was doing 
what he could to help the people, but what can one man do 
among a million ? Two months later he wrote to say that the 
cotton crop had been almost destroyed by untimely rains. 
Anorher two months passed and he wrote to say that the jowari 
cr<-i the food crop of man and beast, had failed for want of 
raivi, .vnd the people were selling their cattle for Rs. 3 to Rs. 6 
pfi i'.cad. There was no fodder to buy. and no money to buy 
it. Che people’s harvest this yeai’ consists of the skins of their 
e; :*)<•. The cattle go. the people remain — ^to stagnate ; there 
is no friendly financial system to tide them over their evil day ; 
only the Indian Shylock and his 50 per cent, finance. 

Another friend in the United Provinces wTotc to me thQ 
other day to say that " the people around here arc dying like 
flies and notody cares and it would matter little if they 
did, for no money means no doctors, no help of any kind. 

Six months ago in Mayurbhanj State in Orissa, I saw the 
early paddy wither and die. I was there again the other day, 
and found that the winter paddy and the oil seeds had gone the 
same way. Ten miles off was a range of hills where the rainfall 
could be held up to irrigate six hundred square miles of the 
State at a cost of fifty or sixty lakhs of rupees, and a scheme 
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to carry this out has been under consideration for years ; but 
like so many other schemes, it has been held up somewhere 
between India and Whitehall, waiting, I suppose, for the sanction 
w'hich is always late, or for the money which never comes, 
while the people, like their crops, wither and die as their fathers 
did a thousand j’ears ago. Cockfighting, their “feast of 
reason ; ” a pice worth of rice spirit, their “ flow of soul, ’’ 
in a moneyless land. 

India, with her huge population, may well be described 
as the minus quantity of the Empire— minus education, minus 
doctors and medicine, minus sanitation ; and in this year of 
scarcity, minus food, minus water, minus clothes, minus oil 
and all else that makes the wheel of life turn smoothly. 

Now all these minus quantities, the water, the food, the 
cloth, the oil, sanitation, doctors, medicine, education, are 
traceable, chiefly, to that other great minus, money — that 
vacuum in the body politic — the banking sj'stem for which 
India so wearilj' waits. 

Whose duty is it to provide a banking system for the 
people ? It is the duty of the Government of India. Why ? 

1 . Because it is the duty of Government to protect the 

people from oppression. 

2. Because it is the duty of the Government to destroy 

a system of finance — the mahajani — w^ich brings 
discredit on British rule, and dishonour to the Bri- 
tish flag ; and which sterilizes the beneficent efforts 
of the Government. 

3. Because no one else can arrange, the credit money 

required by 315 millions of people. 

4. Because the Government currency note is the only 

possible form of credit money, and the* only one 
which the people know and trust. 

.5. Because the trade balance on which the currency 
system turns, centres in the hancls of Government, 
and will provide the capital required. . 

6. Because, if it is the duty of Government to provide 
a railway system which removes the surplus crops 
of the people, it is equally the duty of Government to 
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provide a banking system which will bring back 
the price. 

7. Because, withoutabankingsysteni which will develop 

the money power of the country, the Montagu- 
Chelmsford Reform Scheme, or any other, becomes 
a dead letter, and the new Legislative Councils a 
farce. 

8, Because, without a banking system to finance the great 

industry of the country, real progress is impossible, 
and Great Britain can never fulfil her mission ii^the 
East. 

Now, a banking system to finance 300 millions of people 
implies two things : on tlie one hand, ample resiuirces to lend, 
and on the other, ample credit on which to borr(,'\ . Let me say 
a word or two regarding the resources available. 1 n Europe, the 
banks depend chiefly on deposits for their resources, but 
in India the resources of the masses bc'ing nii. their deposits 
are nil. I might also point out that deposit banking never 
develops fully until metallic money has been replaced by paper ; 
therefore, if India is ever to develop a large system of deposit 
banking, the one rupee note must oust the silver rupee. Why 
deposit banking follows the development of the paper currency 
is easily explained. Silver money keeps, if hoarded, paper 
money periabes. To save its life, the owner of the currency note 
is forced to bank it; and, if the Government has the courage 
of its convictions, it will push the one rupee note all it can. 
If it does so, it is possible that ore long, the damp and the mil- 
dew and the white ant, to say nothing of the dacoit, will do more 
to develop deposit banking in India than the Government 
has done ^n the last hundred years. The co-operative credit 
societies will prove to be the most powerful agencies for the 
diffusion of the small paper currency, and, with the growth of 
deposit banking, will also prove to be the most powerful agencies 
for the re-absorption of the silver, which now goes underground 
every year by tens of millions sterling, while the Controller of 
Currency looks on, unable to control it. Deposit banking 
will absorb and keep above board all surplus currency, whether 
it be silver or paper. 
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If, however, India is soon to begin her onward mardt it 
would be well not to wait for deposits. Where then shall we 
find the resources to finance 300 millions of people ? We shall 
find them in the labour of the people themselves which accu- 
mulates in metallic form in the trade balance and the paper 
currency and gold standard reserves of the Government. These 
reserves could be made to 3 aeld another three cr four hundred 
crores of good credit money which only awaits the creation 
of a banking channel to flow out and fertilize the country, 
and set India a-going on her onward march. At the Co-opera- 
tive Conference in Simla I drew attentioj» to the unfairness, 
to put it mildly, of investing India’s money reserv'es in England 
and elsewhere while the people of India were starving for 
money ; and I was glad to see that the Indian merchants of 
Bombay drew Lord Meston’s attention to the same matter 
while he was still Finance Member. I hope India’s publicists 
will keep an eye on these reserves, and insist on their being 
utilised for the purpose of building up a modern credit 
system for the people, and the money used only for India’s 
good ; for the loss to India by the present system of investing 
the money outside the country, runs to hundreds of crores 
or hundreds of millions sterling, in the course of a few years. 
The appended statements will explain how these reserves, 
if handled by a modern banking organisation such as the 
proposed All-India Bank, would finance every brafch of the 
body politic. 

So much for the resources available. What about the 
credit of the three hundred millions who are eager to borrow ? 
What is it worth ? An acre or two of impoverished land, 
a pair of lean cattle, an eight-anna plough, a dry cow, a two- 
rupee goat, represent the assets of the borrower ; who mil trust 
him ? The function of a bank is to monetize trust or cre^t, 
but if the credit is not there the bank is powerless to monetize 
it with safety. The development of trust or credit is, therefore, 
one of the chief tasks awaiting the attention of Government, 
Credit or trust is the key industry to all others, but trust does 
not grow a foot in a night like the bamboo in June. It is a 
delicate plant of slow growth. It requires for its cultivation 
carefoUy trained gardeners, thousands of them, and the sooner 

17 
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they set to work the better, if the three hundred ndllions 
an ever to begin their onward march. 

What India wants is the Scottish credit system applied 
C 0 ''>peratively. As the Scottish banks manufactured and issued 
tht instruments of credit ( £1 notes ) to the extent which the 
borrower could be trusted to repay, so the credit of the people 
of India must be organised collectively, and monetized to the 
extent which the organism, viz., the co-operative credit society, 
can be trusted to repay. There is no danger here of an 
inflation of the currency, for the money is issued only 
in exchange for solid work and solid assets. Inflation 
of the currency, and a rise in prices, come from a deflation 
•)f goods or a scarcity of gold and silver. • The monetization 
of labour by the Scottish credit system will increase the 
production of goods and draw into India more of the precious 
metals in payment of the increased exports ; there will be an 
increase both of goods and of gold and silver, and possibly a 
fall in prices. Therefore, as soon as possible let the labour of 
the people be organised and monetized, co-operatively, by 
Government, for there is no other way of financing them. It 
;annot be too strongly emphasised that no joint stock banking 
system, however many its branches, can ever reach indivi- 
dually the tens of millions of small men who are crying aloud 
for finanie. The people must be financed by groups or not at- 
all. “ Choose you this day whom ye will serve.” The choice 
before all India to-day lies in co-operative banking and 
living progress, or the mahajan and dead stagnation. 

I want the pick of India’s young men for this great work 
of co-operative organisation and regeneration, and I want 
Goveriynent to promise them employment in the near future. 
The time has come for Government to frame a definite policy 
for the development of the co-operative movement, aud to 
link up its loose ends to an all-India bank. A definite period 
should be fixed for the movement to cover India, say, ten 
years’ time. This will mean the creation of a thousand new 
appointments every year. There is plenty of money in 
the reserves, which I have mentioned, to pay these 3roung 
men a thousand times over, and their talents should not be 
wasted. 
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Now let me give you a bird’s-eye \ii w of what the employ- 
inent of these young men will d<> iei India ; for 1 see a new 
India arising before my eyes. In British India there are 25u 
million acres of cultivated laml Assuming that with the help 
of the All-India Bank and tht .diief finance brought to their 
doors by the organisation of th. ir credit, the people clear a net 
return of only Rs. 5 per acre, their satings will amount to 125 
crores a year : the borrower will soon become a lender; and 
with the development of deposit banking, will lay this sum 
every year at the fei t of tlu- h'iuani e Minister or whoever 
else,may want it. With mom y so plentiful the rate of interest 
will fall, Government pi-r cent. |»a]ti'r will rise to par or 
over, and re-establish the faith of the people in Government 
and its gilt-edged securities. With money so plentiful, tlu' 
spectre of famine will for ever vanish : for the people will 
sink their own wells of sah ation in the dry parched land, 
as Mr. Abdul Majid Khan, the Nizam's able Co-operative 
Registrar, is now' doing in the Nizam's Dominions. WHli 
money so plentiful, there will be enough andto spare for teachers 
and doctors. The 7< <f, (•<!(» villages of India will find employ- 
ment for 7('b,'i0b qualifii d teachers ; and allowing a doctor for 


every 3,000 of the populatic n, employimnf will be found 
for 100,000 qualified doctors. The seli(»oIs and colleges which 
are now turning out young men by tin thousaml to swell 


the ranks of the unemployed and to breed unrest, will waul to 
be doubled and trebled to cope with the dtinand^oi educated 


men which will follow the development of the j; credit, 


and the establishment of the All-India Ban';. 


And consider the effect on the trade b,;!aui c ol the country. 


ilio development of its agricultural resource^ will greatly 
.stimulate the export trade, while the incre.ist d industrial deve- 
lopment which the All-India Bunk will finance, wilt tend to 
checkimports. The results of these two ojieratioi s will be the 
draining of more and more gold from the outside world into the 
coffers of the Government in settlement of the growing balance 
of trade. “ The drain ” will then flow eastwards, and provide 
increasing supplies of metallic money to support additional 
issues of credit for the development of the country. An addi- 
tional hundred crores of credit yearly could probably soon be 
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got oat of the increased trade balance. Is this worth lifting, : 
in addition to the 125 crores saved yearly t)y the people ? ^ 

From the base to the apex the financial system will belong 
to the people, and be financed* by the labour of the people. 
The people, federated, will own the village societies ; the village 
societies, federated, will own the central banks; the central 
banks federated, will own the provincial banks ; the provincial 
banks, federated, will own the All- India bank. It is not a 
State bank standing apart from the people, and dealing them 
out doles of finance as a favour from above. It is the other way 
round. It is a people’s bank, which will deal out finance ftom 
below, to the State or Government above, as well as to the 
people themselves. When the structure is complete, and its 
completion need not be delayed. Government need never go 
outside for money ; the All-India Bank will supply all the 
money required, and the people will reap the interest. 

To give the co-operative system a start, it may liave been 
necessary, hitherto, to call in the outside capitalist both as 
shareholder and depositor ; but capitalism, as it has existed 
until now, and co-operation, are opposing forces which are 
better apart. The tu'o shotild, therefore, be separated as soon 
as may be expedient, while everything possible should be done 
to encourage the growth of the people’s deposits. Outside 
capital might even now be dispensed with ; for, in the trade 
balance wUch is growing steadily and accumulating in the 
Government reserves, to which I shall now refer in more detail, 
will be found far more money than can be lent safely to the 
people at the pre.sent stage of the movement’s development. 

The gold standard reserve, which amounts to about 
;f35,000,000 sterling, dates from the time of Lord Curzou. 
Its objects was to keep the rupee from falling below sixteen 
pence. It is now an anachronism ; for, in nine years out of ten, 
the trade balance runs so strongly in India's favour that, in 
the tenth or adverse year, all that Government need do 
to keep the rupee from falling below the rate of Is. 6d 
is to offer six or twelve months' bill’s on the Secretary of 
State at that rate plus the necessary rate of interest, and to 
pay oft the bills with the gold proceeds of the Council drafts 
sold in London when the trade balance turns in India's favour, 
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as it ala’ays does when the bad year is over, — renewing the bills 
if necessary. Briefly, the position is that, in every decade 
the world owes India nine sovereigns for every si»vereign that 
India owes the world. It is. therefore, an insult to India 
and to India's credit that she should be asked to keep the huge 
sunt of £35,000,000 Ijing in London to meet a very occasional 
adverse balance which she can pay perfectly well with an 
I.O.U. redeemable after six or twehe months. Utilised as 
capital for the All-India Bank, £35.(Ui{).(i(:o would support 
easily an issue of one hundred crores of credit money which 
could be turned on to the productive tU'Velopment of the 
country, as required. 

And there is a still larger supply of cre<lit money lying 
dormant in the Paper Currency Reserve which, . like the gold 
standard reserve, comes from the trade balance, and has its 
ultimate source in the fields of the raiyat. 

I have said that the object of the gold standard reserve 
was to secure the convertibility of the nipee into .sterling at not 
less than sixteen ponce. The object of the paper currency 
reserve is to secure the convertibility of the paper into silver on 
flemand; but the war has shewn that even when invested in 
in British gilt-edged securities the reserve cannot always be 
turned into silver when w-anted ; and if America had not come 
to the rescue, the Government of India might not have been 
able to fulfil its promise to exchange its notes fbr silver, Pe; - 
sonally, I consider good inconvertible State paper to be tlu^ 
most scientific form of currency, as it is the only fuic which has 
been found able to save the situation in a groat crisis ; and it 
is the form of currency tow’ards which the modern State is 
reaching. But in a country like India, where credit is still 
unorganised and undeveloped, it may be expedient for years 
to come to back the paper issues by a wall . f solid silver, 
rather than by a wall of paper securities which caimot be 
turned into silver when wanted. 

What I w-ould suggest, therefore, is, that the securities, as 
well as the gold, in the paper currency and gold standard 
reserves, also the trade balances of the future, be turned 
into silver as opportunity offers, and that this silver be madt 
the backing for that development of credit which India 
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most have if she is to keep pace with the modern w’orld. 
Aoicrica, for example, wants gold, and would probably be glad 
to take India's gold at a fixed price in exchange for silver. 

Until a cheque system develops with the growth of 
dqK>sit banking, the additional credit money required must 
be issued mainly in the form of paper, the note being the 
people's cheque. Working according to what is considered 
the safe banking formula of one-third cash reserve against 
liabilities, the appended statements will give some idea of 
the additional credit money available, which is now lying 
dormant, awaiting an outlet through a modern banking organi- 
sation such as the All-India Bank would be. 

It is not proposed that all this additional credit money 
should be issued straight away ; far from it. The money would 
be issued gradually, and only to clients who could be trusted 
to return it ; and the issues would be regulated so as to ensure 
convertibility into coin on demand. So regulated, the Govern- 
ment would be in an infinitely stronger position to fulfil its 
promises to pay than it has ever been before. 

The loss which India now suffers owing to the want of a 
modern credit system is very serious indeed. In his speech last 
year dealing with malaria. His Excellency Lord Ronaldshay, 
Governor of Bimgal, shewed that by (kaining the derelict 
malarious tracts of the province, crops valued yearly at over 
two hundred ficr cent, on the cost of the drainage works, could 
be secured ; w-hile one hundred per cent, and more of crops, 
could be got from irrigation canals and wells for which In^a 
is crying out in every year of famine. 

All this possible wealth is now lost by the present system 
of investing India's reserves in England and elsewhere, or by 
keeping th«n l5ung dead in yellow gold. Instead of waiting 
for famine to come, and then officially declaring it to exist, 
would it not be wiser to abolish it altogether by handing these 
huge reserves over to a modern banking institution such as the 
proposed All-India Bank, w’hich would utilise them for the 
abolition of famine and the development generally of the 
country's credit and resources ? 

- The trade balance which accumulates in these reserves 
has its source, chiefly, in the fields of the raiyat. It is part of 
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the sale proceeds of his crops. The raiyat has, tliereforo, 
the first claim to the money, and the Government is in honour 
hopnd to link the raij^at oir to his own, in the only way he can 
be linked on, that is, by pressing on with the development 
of the co-operative moveini-nt vv> its natural evtilntion in the 
proposed All-India Bank. 

The raiyat is a small man, but multiply him by ilOh millions, 
organise his credit and his energy, provide him with a banking 
system, and ho becomes a giant, able to move the world. 
Finance the raiyat and he will finance the Gov<>rnmcnt and 
the new industrial development, the municipalitii s, the city 
improvement schemes, the district boards, and everything 
else requiring money. Leave him as ho is. and India will 
remain what she is, a land of waste and want. Finance the 
raiyat, take up the neglected duty, give India an All-India 
Bank, and she will march onwards at the head of the Fmpirc, 
instead of hanging back in the rear where she now is. 
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APPENDIX. 

Diagram Explaining tiie Structure and Working of 
THE Proposed All-India Co-operative Bank and 
ITS Associates, 


i^r aimmiiai Rai ft nrto r\nn tk/it i rifwAMri' 



Note . — Tho Trade Balanxe is the surplus of exports 
over imports, and is collected by the Secretary of State 
through the sale of his Council Bills. The money comes 
originally fromthe raiyats' fields, being part of the sale proceeds 
of his crops. The raiyat has, therefore, the first claim to the 
use of the money, 
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